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PROBLEMS OF THE DOMESTIC TEXTILE 
INDUSTRY 


WEDNESDAY, NOVEMBER 12, 1958 


Unrrep States SENATE, 
INTERSTATE AND Foreign ComMERCE COMMITTEE, 
SupcoMMITTEE INVESTIGATING TEXTILES, 
Army Reserve Building, New York, N. Y. 


The subcommittee met at 2 p. m., Senator Pastore presiding. 

Senator Pastore. All right, it is now 2 o’clock. If we may have 
order, gentlemen, we are now beginning the final series of fiel hear- 
ings on the problems of the domestic textile industry pursuant to Sen- 
ate Resolution 287. ; 

Our first hearings were held in Washington in July. Subsequently, 
hearings were held in northeastern, eastern, and southern textile States 
where we had an opportunity to listen to testimony offered by those 
closest to the problems of the textile industry ; namely, textile manage- 
ment and textile labor. . 

A large number of witnesses have already appeared before this sub- 
committee and a voluminous record has been compiled. The members 
of this subcommittee knew before the hearings were started that condi- 
tions in the textile industry were critical, but the details of the indus- 
try’s problems were not familiar to us. We have now heard many 
of these details and the problems have been amply documented by sta- 
tistical data. 

In this final set of hearings, we expect to obtain further valuable in- 
formation which will aid us in the preparation of a report summariz- 
ing the results of the entire investigation. 

Going over the testimony that has been presented thus far, one is 
struck by the tremendous volume of effort which has gone into this in- 
vestigation. The trade associations, the textile unions, and many indi- 
vidual mill managements have prepared long and detailed statements 
of their problems. All of this work has been of an invaluable assist- 
ance to the subcommittee. We feel certain that the same careful prepa- 
ration underlies the testimony which will be presented to us here in 
New York. 

It is perhaps inevitable in a lengthy investigation of the sort we have 
been conducting that some of the testimony we have heard would ba 
more appropriately presented before other committees or subcommit- 
tees of the Congress. It is also not unusual that some of the testimony 
presented would be of a controversial nature. Different witnesses see 
the problems of this industry from varying points of view. We have 


Staff members assigned to this hearing: Dr. William H. Miernyk and William 
L. Kohler. 
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expected this and we are not in any way attempting to circumscribe 
or to limit the further evidences that will be presented before this sub- 
committee. 

While there have been some differences of opinion among witnesses, 
however, we have also been impressed by the substantial area of agree- 
ment among different elements of the textile industry. There is, for 
example, common agreement that some of the problems faced by the 
textile industry today stem directly from the administration of certain 
Government policies. We are interested in obtaining further evidence 
that will assist the subcommittee in evaluating the impact of these 
policies upon the industry. 

It is a pleasure to welcome all of you who plan to testify before this 
subcommittee today and during the following 2 days. 

I might announce at this time that the investigation will be con- 
cluded with 1 day of hearings in Washington, at which time witnesses 
representing Government agencies will be invited to testify. We hope 
that everyone who wishes to testify has had an opportunity to appear 
before the subcommittee or will appear before us during these con- 
cluding hearings. 

I have here a list of witnesses and I will call them off and, in order 
to expedite the proceeding here today, I will attempt to arrange the 
order at this time, and if there is any reason why someone should 
want to intervene in such a way as to interrupt the procedure that we 
have set out, I would hope that you would make that desire known to 
me now so that we can make the proper arrangements. 

The first witness that I will have will be Edwin Wilkinson. Now, 
Mr. Wilkinson, are you here? 

Mr. Wixrnson. [ am here. 

Se Pastore. Now, how long will your testimony be, do you 
thin 

Mr. Wixr1nson. Fifteen minutes. 

Senator Pastore. Fifteen minutes. The next witness I intended to 
have is Mr. Robert C. Jackson. Is Mr. Jackson here? 

Mr. Jackson. Yes. About 20 to 25 minutes, Senator. We can cut 
it, if indicated. 

Senator Pastore. Twenty-five minutes to a half hour. I am not 
trying to limit anyone; just trying to line this up. 

The next witness will be Mr. W. Ray Bell. Is he here? 

Mr. Bru. Yes, sir. 

Senator Pasrore. How long will you be, Mr. Bell? 

Mr. Betz. About 30 minutes. 

Senator Pastorr. Dean M. Lewis. 

Mr. Lewis. Iam here, sir. About 15 minutes. 

Senator Pastore. About 15 minutes. Mr. Joseph Wildebush. 

Mr. WipesusH. Yes,sir. About 25 minutes. 

Senator Pastore. Twenty-five minutes. Mr. Milton H. Rubin. 

Mr. Rusin. Right here, sir. Fifteen minutes. 

: ee Pastore. Fifteen minutes. And Mr. M. J. Lovell; is he 
ere 
There was no response. ) 
nator Pastore. All right; Mr. Moore. Is Mr. Moore here? 
Mr. Moore. Yes. Ten minutes. 
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Senator Pasrorr. Now, is there anybody else in this room who de- 
sires to testify whose name I have not called ? 
 esari was no response. ; 
enator Pastore. All right; I expect to stay here until we conclude 
these witnesses, gentlemen. 
Mr. Wilkinson. 


STATEMENT OF EDWIN WILKINSON, EXECUTIVE VICE PRESIDENT, 
NATIONAL ASSOCIATION OF WOOL MANUFACTURERS 


Mr. Wuxrnson. Mr. Chairman, gentlemen, my name is Edwin 
Wilkinson. I am executive vice president of the National Associa- 
tion of Wool Manufacturers, 386 Fourth Avenue, New York City, 
comprised of manufacturers of textiles using virtually all kinds of 
fibers on the woolen and worsted systems. Mr. William I. Kent, 

resident of the association and also of the Kent Manufacturing Co., 
Clifton Heights, Pa., presented our principal statement to you on last 
July 8 when your study of the textile industry began. Mr. Kenneth 
W. Marriner, president of Marriner & Co., manufacturer of wool tops 
at Lawrence, Mass., on behalf of the association, discussed subsidized 
imports. 

n view of the comprehensive statements made by Mr. Kent and Mr. 
Marriner and those of many other wool textile witnesses at your five 
field hearings, it would seem that a supplemental statement from this 
association would not be necessary. This is not the case, however. 
Even while you have been learning firsthand of the damaging effects 
of textile imports, the executive branch of our Government appears to 
be moving swiftly to cut still further our already low textile tariffs. 
These menacing developments are a result of the 4-year extension of 
the Trade Agreements Act giving the Executive—that is to say, the 
State Department—authority to cut tariffs 20 percent. 

As you know, the members of GATT, the General Agreement on 
Tariffs and Trade, currently are meeting in Geneva, Switzerland. At 
a time when the textile industry needs encouragement from Govern- 
ment, we read the following in Daily News Record of New York, 
October 17 issue: 


C. Douglas Dillon, United States Under Secretary of State for Economic Af- 
fairs, today told the ministerial level opening session of the General Agreement 
on Tariffs and Trade here that “dumping of textile products by Communist 
China is severely affecting traditional export markets of India and Japan. It 
is thus making more difficult the achievement of the second 5-year plan of India 
and hampering the economic growth of Japan.” 


We have no quarrel with his concern for India and Japan, but we 
would like to see at least equal concern for American textile manufac- 
turers and some word of warning that the United States is not goin 
to be the dumping ground for textile manufacturers around the world. 

The same business paper in its October 20 issue: 

Commerce ministers of the 37 GATT countries unanimously agreed that an 
arangement should be made during the current 13th meeting of the contracting 
parties to launch “another round of tariff negotiations” aimed at the reduction 
of duties on textiles, clothing, electronic instruments, and food. 

Please note that this was a unanimous agreement. There was no 
reported objection from United States representatives. There is food 
for thought here also for our customers, the American clothing manu- 
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facturers. My advice to them is that the time is here when they had 
better adopt a long-range view. For understandable reasons—lower 
prices of imported cloth—they have appeared in opposition to our 
pleas for proper tariff protection. There is reason to believe that 
imports of made-up clothing may increase even without the threat- 
ened duty reductions mentioned in the news dispatch. 

Even as these events were taking place at the GATT meeting, a 
Government official made a speech in New York at a lunchean given 
by the Japanese Chamber of Commerce. Daily News Record of Octo- 
ber reported in part: 

The United States Government does not intend to reverse its foreign trade 

policy and place restrictions on Japanese imports just because of the protests 
of some American industries. 
This point was emphasized by Loring K. Macy, Director of the Bu- 
reau of Foreign Commerce, United States Department of Commerce, 
and by Heitar Inagaki, head of the Japanese trade mission now here, 
in talks yesterday at a luncheon given by the Japanese Chamber of 
Commerce. 

“We are conscious of the fact that Japan buys much more from us than we buy 


from her.” Mr. Macy told his audience * * *. “And we recognize the need of 
Japan to sell still more goods in the United States.” 


The only reported reservation made by Mr. Macy came in this sen- 
tence from the news article: 


He said the Government finds it difficult to grant “meaningful tariff conces- 
sions” when Japanese themselves have severe restrictions on imports into their 
markets. 


The article continued : 


“The American market is going to remain the most important outlet for Japa- 
nese products for a long time to come,” Mr. Inagaki declared * * *. He listed 
the following objectives of his group: “to bring in higher quality goods, to seek 
new lines, carry on market surveys; to increase public relations and advertising 
programs; to work through established American channels of distribution and to 
regularize prices.” 

After reading these press reports in October, I doubt that American 
manufacturers of either textiles or clothing were so unrealistic as to 
hope the United States State Department would show some concern 
for them. If there were such hopes they were thoroughly doused last 
Monday, November 10, in a Daily News Record dispatch from Geneva 
which said in part: 

Heads of delegations to GATT were in huddles at the weekend over United 
States plans for setting up machinery for negotiation of general tariff reductions 
on textiles, clothing, homefurnishings, electronic equipment, and other manu- 
factured products. 

The GATT secretariat confirmed that the plan presented at the plenary session 
Friday calls for a meeting of a preparatory committee in ‘“mid-1959” and opening 
of a conference for cross-the-board tariff reductions in the middle of 1960. 

Informed GATT sources claim this conference will last at least a year. 

Albert E. Pappano, vice chairman of the American delegation, explained * * * 
that the conference could not begin before 1960, since there was so much pre- 
liminary work to be done. 


There, gentlemen, is the starkly depressing view of the future now 
being projected by our own representatives at the GATT meeting. 
The State Department is openly determined to further sacrifice the 
United States textile industry and now is throwing in the clothing in- 
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dustry, our customers, as well. These are not the kind of actions that 
will lead to a reversal of the trend to liquidation in the American wool 
textile industry. They won’t restore confidence. To the contrary, un- 
less disavowed by the President himself, they will surely lead to more 
mill liquidations, more loss of jobs, more decimation of an industry 
which the Government itself says is essential to national security. 

The strange lack of logic which leads the United States to plan still 
more tariff cuts on American products when foreign nations fail to 
reciprocate is also well illustrated in the current GATT meeting. Lis- 
ten to the opening paragraph of a dispatch from Geneva printed in 
Daily News Record on November 3: 

The annual report of the GATT Secretariat entitled “Commercial Policy” 
was published here at the weekend and indicates a number of important tariff 
revisions which probably will result in substantially increased duties on Ameri- 
can textile exports in 1959. 

Countries specifically mentioned as planning increased duties or 
quotas on textiles included the United Kingdom, Canada, Australia 
Union of South Africa, Bolivia, the Federation of Rhodesia, an 
Nyassaland. 

I could dwell at length on the unreciprocal nature of our alleged 
reciprocal trade agreements program and of our adherence to GATT 
but the facts speak for themselves. 

There are two other matters which I would like to bring up to date, 
Japan’s quota on her exports of wool cloth to the United States and 
Argentina’s subsidization, through multiple exchange rates, of her 
exports of wool manufacturers, including scoured wool, tops, yarns, 
and fabrics. 

The Japanese Ministry of International Trade and Industry an- 
nounced on October 14 that export quotas on wool cloth to the United 
States would become effective on the following day for the period 
ending September 30, 1959. The quota, as reported by Daily News 
Record, is 5 million square yards, including 3 million yards of flan- 
nels, gabardines, serges, sharkskins, and herringbones; and 2 million 
yards of other staple fabrics. 

So-called extra fancy goods are apparently going to be exempt from 
the quota, however. At the moment a committee drawn from Japa- 
nese wool manufacturers is working on a definition of such goods. 

Mr. Chairman, today in that business paper there appears a report 
in the nature of these so-called extra fancy goods. I would like to 
have that inserted in the record. 

Senator Pastore. It may be inserted in the record at this point. 
Will you summarize it, please? 

Mr. Witxrinson. Yes. Apparently it deals with worsted goods 
and it provides for descriptions finer than % metric which falls 
somewhere between our counts of %;s and %ss. 

Then another description of “fancy goods,” 244s metric, I believe 
the count is, and that is somewhere in the neighborhood of our ranges 
of 56s and 57s. The effect of that is that these goods will have no 
true quota restraint at all. Application has to be made to MITI for 
approval, but there is no quantitative limit on the amount of these 
goods that may be exported to the United States. 

That, in substance, is the open end of this so-called Japanese quota. 

Senator Pastore. And what effect does that have on the overall 
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presentation that you are making with relation to the desire on the 
part of the Japanese authorities to institute a quota with reference 
to other goods and not with reference to these finer goods? 
Mr. Witxrnson. Well, I just think it means this, Raion, it means 
an open ended quota is a quota without any true significance at all. 
(The article in full is as follows :) 


[Daily News Record, November 12, 1958] 
JAPAN Fine Worsteps May Be Quota FREE 


EXPORTERS, MITI REPORTED CONSIDERING EXEMPTION OF FABRICS FINER THAN 2/728 
METRIC YARN COUNT UNDER VOLUNTARY PROGRAM 


(By Bart Neess) 


All Japanese worsted fabrics finer than 2/72s metric yarn count are being 
considered for exemption under the voluntary quota plan being worked out 
between wool fabric exporters and the Ministry of International Trade and 
Industry, according to word reaching here. 

Fancy worsted cloths above 2/64s metric measure also are being considered 
for exemption from the quota that went into effect on October 1, it is understood. 

The 2/72s metric is said to be equivalent to approximately 2/64s worsted 
count, and the 2/64s metric is held to be equivalent to a 2/57s worsted count. 

Provisions also are being considered to make exempt from the voluntary quota 
certain specialty fiber fabrics. Among those receiving preferential treatment 
are fabrics of cashmere that will be allowed up to a portion of 30 percent and 
fabrics containing alpaca and mohair up to a total of 50 percent, though here, 
it is pointed out again, exporters and MITT are still working out definitions. 


ORDERS MUST BE REASONABLE 


To get a license for exports of these fabrics, it is stressed here, orders for 
these goods must be considered reasonable by MITI. A guide for “reasonable” 
is said to be that a firm order must be placed by a buyer here and accepted by 
the Japanese mill before MITI will even think of giving an export license. 

The Japanese voluntary export quota has been set on certain staple-type fabric 
descriptions such as sharkskins, worsted flannels, woolen flannels, gabardines, 
and herringbones. 

Apparently under the arrangements now being worked out, the quota will 
apply only to those staple-type goods under 2/72s metric and fancy worsteds 
under 2/64s metric. 

Further word here indicates that exporters have been given a certain per- 
centage of the 5,600,000 square yards covered by the export quota. 

Some 15 exporters will have about 95 percent of the worsted fabric business 
for the period of a year beginning last October 1, it is understood. Further- 
more, three of these exporters, represented by 4 local selling agents, will have 
some 52.8 percent of the first year’s quota, according to estimates. 


LISTS EXPORTERS 


These exporters are Daiich Bussan Kaisha, Ltd., represented here by E. A. 
Peppercorn, Ltd., and Bernard Weiss; Chiakuma, Yaigi & Nissho Co., Ltd., rep- 
resented here by Universal Sales, Inc. ; and Toyo Menka Kaisha, Ltd., represented 
here by Transpacific Worsted Importers, Inc. 

Daiichi is reported to have 19.4 percent, Chikuma 10, Yaigi 7, and Misso 2.4, 
giving Universal 19.4 and Toyomenka some 14 percent, All of the remaining firms 
have less than 10 percent of the quota. 

Understood further is that, being an exporters’ voluntary arrangement, the 
exporters are not required to sell their percentage and, in turn, one will not be 
permitted to export goods from another exporter if one oversells a position and 
the other is under the maximum set. 


Mr. Wix1nson. This quota appears to have been wholly voluntary 
as far as the United States is concerned. Suggestions had been made 
to the United States Government that it approach Japan to learn 
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whether she might consider imposing a quota on her exports of wool 
cloth, oe wool knit goods and other wool products. To the best 
of our knowledge, however, no formal approach was made. 

Since the quota apparently will exempt these extra fancy goods that 
I have just mentioned, it gives no protection whatever to the remaining 
American mills producing top quality fabrics. Such fabrics have the 
greatest labor content ae thus, because of the extremely low wages in 
Japan, mills there have the greatest advantage in the high quality field. 

apanese mills, finding their cloth exports to the United States if at 
all curtailed, may well seek to get around the quota by shipping 
increased quantities of wool yarns. Japan currently is the largest 
supplier of imported wool yarn in the United States market, mostly 
fine-count worsted weaving yarn, such as many that are made up in 
your State, Mr. Chairman. 

Japan, of course, can change the quota or drop it completely in her 
own best interest. Some may say that the quota implies recognition 
by Japan of the devastating effect of her goods in the American 
market but this is not the case. To the contrary, Japan is reliably 
reported to have imposed the quota as a result of pressure from Great 
Britain, which is concerned because rapidly rising shipments of 
Japanese wool cloth to the United States have hurt Britain's cloth 
sales here. 

The background is that when Japan was admitted to GATT some 
time ago, Great Britain and a number of other countries refused to 

rant Japan most-favored-nation treatment. In other words, Great 
ritain refused to permit entry of Japanese goods at the same tariff 
rates as applied to other GATT members. 

Japan, by imposing a quota on her cloth exports to the United States, 
hopes to use that as an argument for persuading Britain to give her 
most-favored-nation treatment. 

Sheldon C. Wesson, Far East news bureau chief for Daily News 
Record and other Fairchild publications, said in a speech to a group 
of this association on November 6 that— 


it is clear now that the quota is no gift to the American industry. 
In reporting his speech, the Daily News Record said: 


Diplomatic pressure on Japan from England and to a lesser extent from other 
European suppliers of wool goods to the United States was said to be the reason 
for the voluntary quota. 

Thus, there is no indication whatever that Japan was concerned by 
the effects of her exports on the American market. Rather, the Amer- 
ican market is being used as a trading point between Japan and Britain. 

In connection with Japan’s viewpoint, I am attaching as exhibit 
A the copy of a letter from this association to former Secretary of 
Commerce Weeks commenting on a speech by the Japanese Am- 
bassador to this country. As noted in the letter to Mr. Weeks, we 
have not received any information from our own Government re- 
garding the quota except that which confirms information previously 
in the press. All of the data I have mentioned was taken from dis- 
patches by Mr. Wesson to Daily News Record. It does seem, on a 
matter of such importance to the American industry, that the Ameri- 
can Embassy in Japan might have been able to obtain such informa- 
tion. 
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Now I would like to turn to the matter of Argentine exports of 
wool manufacturers which are subsidized through multiple rates of 
currency exchange. At your field hearing in Hartford in Septem- 
ber, Mr. J. H. Stursburg, of Livingston Worsted Mills, Holyoke, 
Mass., on behalf of the association, entered in the record a copy of a 
letter to the Secretary of the Treasury, Mr. Anderson. The letter, 
dated September 5, 1958, and signed by President Kent, of this as- 
sociation, drew attention to Argentina’s foreign exchange system. 
It said in part: 

These arrangements grant 14 percent more pesos on dollars received from 
export of wool that has been washed, carbonized or carded in comparison to 
receipts from greasy wool; and 59 percent more pesos on dollars received from 
export of wool processed into tops, yarn or cloth. 

This situation seems to parallel that which developed in Uruguay in the 
early 1950’s and led to the Secretary of the Treasury imposing, through Treas- 
ury Decision 53257, on May 6, 1953, a countervailing duty against wool top 
from Uruguay as required by section 303 of the Tariff Act of 1930. We re- 
spectfully request that you investigate these developments in Argentina to 
determine if they, too, require the assessment of countervailing duties against 
manufacturers of wool under section 303 of the Tariff Act of 1930. 

Since this letter was written on September 5 there have been var- 
ious changes in Argentina’s exchange system and the value of the 
peso has dropped. However, a study of available data indicates that 
the arrangements cited above have not been materially changed. 
The subsidization still prevails. 

Our letter of September 5 was acknowledged by Treasury, which 
said it would look into the situation. Apparently it still is looking 
for we have had no further word. Perhaps this subcommittee might 
ask the Treasury what it has learned. 

Senator Pastore. We will do that. 

Mr. Witxinson. Proposed agency discussed. At the opening 
hearings of this subcommittee in July the Textile Workers Union of 
America proposed a Federal Textile Development Agency which, 
among other things, would: 

Make annual surveys of textile problems; promote basic research 
on technical and economic problems; establish a fabric library and 
design center; publish textile promotional material; collect and dis- 
tribute statistics, promote mutual understanding between manu- 
facturers, suppliers, industrial users, workers and consumers; ad- 
minister special legislation to help industry and workers; retrain 
workers of closed or relocated mills; and distribute severance pay. 

At your field hearing, individual textile manufacturers questioned 
about this proposal were almost solidly opposed to it. I believe there 
was only one exception. The generally held feeling of manufacturers 
was well expressed by R. L. anny, Jr., assistant treasurer of the 
Somersville Manufacturing Co., of Somersville, Conn., and Frederick 
B. Dent, president of Mayfair Mills, Spartanburg, S. C. Strong 
opposition also was expressed by the Rhode Island Textile Asso- 
ciation. 

For the record, the executive committee of this association has 
exhaustively discussed this proposal. The discussion not only failed 
to bring out any merits, but also revealed unanimous belief that such 
an agency would stifle individual initiative and add to the problems 


of the industry. 
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Senator Pastore. May I ask a question or two. Do you think it 
‘would make any difference with relation to the attitude of the 
association on this question of the Federal Textile Development 
Agency if it were more or less constricted? You spelled out a rather 
broad purview of what is contemplated which I admit might raise 
some controversial facets that might be hard to compromise and 
agree upon, but if it were more constricted to, let us say, statistical 
data gathering and a day-to-day watching of what these imports 
are doing to the domestic market. Would not that play a valuable 
part in assistance in apprising the State Department, and the execu- 
tive department, as well, as to what harm was being done? 

It strikes me that much of the things that we are complaining 
about could be taken care of by administrative function. ill you 
agree with me on that ? 

Mr. Witxr1nson. Well, Senator, I agree with you and go further 
and say that there are agencies for doing that work in Government 
already in existence. 

Senator Pasrorr. Where are they ? 

Mr. Wriixrnson. They are in the Treasury Department and in the 
Bureau of Customs and in the Commerce Department. 

Senator Pastore. They have not done us any good, have they? 
The point I mean is this: There seems to be a lack of education on 
the part of the State Department and the Executive Office itself— 
I am speaking of the White House—in not being conscious of the 
damage that is being done. Apparently that message is not getting 
over. 

I am thinking of this agency in terms of some rather important 
branch of the Government that would have some potentiality with 
the executive department in bringing the message over as to what the 
consequences are of some of their either lack of administrative func- 
tions or procedures or changes and the consequences that are being 
invoked upon the industry when they use some of these administra- 
tive procedures in the wrong fashion. 

Now, I would hope that somehow we could open up our thinking 
with regard to that. I realize that the proposal as it was made is 

uite far reaching and maybe it goes a little too far to adopt at one 
time, but if we somehow could work out something whereby we 
could institute an instrumentality of government that would bring 
these facts to their attention—I am afraid that what we are lacking 
here is the education on the part of either the Tariff Commission 
or the State Department itself to convey to the President, in the 
exercise of his own Presidential function, the importance of doing 
some of these things that it can do, and that he can do himself, to 
invoke the authority that he has under existing law to prevent some 
of these consequences that we are talking about. Here, we are talk- 
ing about quotas. 

Yow, the President of the United States has the right under the 
Reciprocal Trade Act to invoke quotas. Now, must we rely on a 
foreign government to make a quota? Apparently the message is not 
getting over to the President. 

I do not know; we can hold these hearings all over the country and 
we can talk about these things and understand them ourselves, but 
ultimately we do not have the jurisdiction to decide them. 








1220 PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


I was hoping that somehow we could think in a more provocative 
fashion as to some kind of instrumentality, call it by any name that 
you want, or invent something else that may be new, but that carries 
out the idea that somehow we have to have someone, or some agency 
in Government, that can keep abreast of this day-to-day responsibility 
of making the executive department conscious of the bad effect some 
of its procedures are having upon the domestic industry. 

I tell you very frankly I do not know what the exact answer to it is. 
I kind of thought that the meaning of the agency was maybe a facet 
or an opening of the door in that direction. 

I do not say that is the answer to everything, but let me ask you this. 
You have been quite familiar and intimate with this whole problem. 
In your humble opinion, what is the solution to all of this? I mean, 
I have heard a lot of complaints, but I would like to have someone 
come up with a solution. What is the solution for all of this? 

Mr. Wirx1nson. Senator, I would like to point out that I do not 
think all the dismal picture that you have had painted before you at 
these hearings comes as news to any administrative branch of the 
Government. We have had previous opportunity to present this data 
to the Committee on Reciprocity Information and to the Trade Agree- 
ments Division. This is not new. The data is available. The pic- 
ture is dismal. I am not saying that there cannot be improvement in 
some of our statistical series by Government, but it has not been for 
lack of information that these things have been allowed to go on. 

Senator Pastore. I think it has been in this sense because con- 
tinuously we have this argument thrown back in our teeth, “After all, 
it is only 3 percent of the importation and how can that hurt you 
when you still have 97 percent?” 

We have developed here quite an extraordinary argument that makes 
sense that it does have a very depressive psychological effect on the 
ee value and price apraisal of the market. You will agree to 
that ¢ 

Mr. Wirxrnson. Yes. 

Senator Pastore. Apparently that thought has not gotten over. 
We have the argument made continuously to us that it is only 3 per- 
cent of the market. I realize it is only 3 percent, but payehangionlly 
and in a practical sense, it depresses the entire market. You will 
recognize that. Now, that thought has not gotten over. 

Now, the thing I said in the beginning of these hearings: I do not 
think that through the medium of this investigation we are going 
to change the entire panorama of the foreign policy of this Nation, 
and I think we can argue that until the cows come home, but from 
a poveteese point of view, that comes under the Finance Committee 
of the Senate, still I know how some members feel about it. I know 
how the administration feels about it, and I know how the House 
acted on it. I know how the Senate acted on it, and I know how they 
acted on Mr. Thurmond’s amendment for which he was quite a very 
energetic protagonist. 

But the fact of the matter is that I think, myself, that our problem 
here is to make the administration conscious that here in the textile 
industry we have what is considered an exception to the rule, and some- 
how we have to convey that message. 
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We have found that in most of these countries that begin to re- 
habilitate—and this is without offense to the Japanese country, they 
are our friends and they are our bulwark in Asia, we recognize that 
fact—but on the other hand, we have to recognize too that this is 
an industry that is worth preserving. 

What is happening at the present time and some of the procedures 
that are in effect now, in the long run, I think are going to be dam- 
aging to Japan and are going to be woefully damaging to the United 
States of America, because Japan is in the textile business, 

They are concentrating on it to a large extent, and they are choos- 
ing the American market as a place to sell their textile products and 
now we have the question of the Philippines getting into it, and we 
have the situation of India getting into it, and all these countries that 
are beginning to rehabilitate, the first thing they get into is textiles. 

Now, unless the American State Department and the White House 
itself is put on guard that if this thing continues, it is a question of 
writing the entire American textile industry off the board. I am 
afraid that unless we get that thought over, without changing the 
whole panorama of the American foreign policy and American re- 
ciprocal trade, I am afraid we are going to be without a textile in- 
dustry in the United States of America. 

Mr. Wirxinson. Of course, I think there is a wonderful agency to 
achieve this pu , Mr. Chairman, and that is the Congress of the 
United States. We think they have it within their—— 

Senator Pastore (interposing). They have it within their power to 
restore the whole thing back to the Congress and just close the door 
down tight and then God help us. I mean that is what we are up 
against. 

Mr. Witxinson. I do not think perhaps you need to go to that ex- 
treme, sir. 

Senator Pastore. Well, there seems to be quite a consensus of 
opinion on that. Now, I quite agree with you, there was a lot of 
merit in the Thurmond amendment. I am not arguing against that 
amendment, and there were some who believed in it. There was 

ressure brought by the President of the United States in opposition. 

here was a great deal of pgnertioss and I am trying to be as realistic 
and practical as I can, and I do not think you are going to cure this 
by saying no more Reciprocal Trade Act extension. 

Now we are up against the fact that it was extended for 4 years. 

Mr. WiLKINsSON. Extended for 4 years. 

Senator Pastore. And between now and 4 years, we could die in 
America, I mean textically speaking, the textile industry, and I was 
hoping that somehow we would come up with some very strong rec- 
ommendations on the part of this committee that would make this 
administration conscious of exactly what we are up against here. 

Mr. Wikrnson. Of course, in my view, Senator, the only body in 
the world that has the power to prevent further damage to this textile 
industry as a consequence of the 4-year extension of the Trade Agree- 
men Act is the Congress itself. No industry and no agency however 
set up, in my judgment, other than the Congress, could divert the 
present course that has been demonstrated by these press reports. 

Senator Pastore. Well, yes, I get that point all right, sir, but I am 
afraid that there you are again—that is quite drastic, too. 
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Mr. Wiixrnson. It is a drastic situation that calls for drastic meas- 


ures. 

Senator Pastore. What you are suggesting here now is completely 
in contravention of the foreign policy of the reciprocal trade policy as 
enunciated by this administration and the administration previous to 
it. Now I do not want to get into Republicans and Democrats, it goes 
for the Truman administration as well as the Eisenhower admuinis- 
tration. What you are suggesting here is an out-and-out rebuke and 
refutation of the entire reciprocal trade policy of the United States. 


Now, you are not going to get that. 

Mr. icemuaiesen. To go along with that view, Mr. Chairman, I 
would have to close my ears to a lot of statements that I have heard 
by the administration and by the advocates of the Trade Agreements 
Act that the intent is not to damage any domestic industry. I mean 
repeatedly those assurances have been given here. 

Senator Pastore. That is the point 

Mr. Witxrnson (interposing). Specifically they have been given 
with respect to the textile industry. 

Senator Pastore (continuing). Which I think is a lack of educa- 
tion. 

Mr. Wixx1nson. The deed doesn’t seem to follow. 

Senator Pastore. They give you the argument it is only 3 percent 
and why is it hurting you? That is the reason I invited the gentleman 
to represent the Commerce Department. I started out to get someone 
from the State Department, but along the way we lost him. He came 
to one or two meetings and after that we lost him. I am afraid they 
do not want to learn, and that is the reason why I want an agency to 
teach them. But, I repeat again, I know what is odious in this agency 
to you and to management as such. 

repeat again I am one of those who believes that private industry 
should do all it can do and government should be in nothing that pri- 
vate industry can do. That is my philosophy, and I believe in that 
philosophy, and I am not one of these fellows that is trying to get 
government into doing things that private industry ought to be doing. 

I think there are some parts of this suggestion that ought to be 
— out a little more carefully and I hope that we do not com- 
pletely abandon it. I am not trying to persuade you into it today, 
please do not misunderstand me, but I would hope somehow we could 
get to some common ground of understanding on something that could 
make them and would make them conscious of exactly what is happen- 
ing to us because I see it all around us. 

It has been a very tragic and pathetic picture all over the country 
whether you go north or south, whether you go into Rhode Island or 
New Hampshire or wherever you go. 

It is not a question of disliking anyone, it is not a question of block- 
ing the orderly progress of another nation that is friendly to us. We 
realize there is going to be reciprocity in trade, but just as you brought 
out here, Japan does invoke certain barriers against imports into its 
country when it hurts its industry, and there is nothing wrong with 
an American industry coming before a congressional committee and 
saying, “Well, this is hurting us too.” 

Now we have to more or less sell that idea to the administration, and 
the question is how do you do it, and that is the big question. 
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Now, I repeat again, if anyone is laboring under the impression that 
the result of this hearing or this investigation is going to be to change 
the reciprocal trade policy of the country, I am afraid that we are 
without jurisdiction in that regard. 

I was hoping that somehow we would come up with some very con- 
structive suggestions on which management and labor could agree, to- 
gether with the membership of this committee, which, of course, is in 
the public interest. This investigation hopes to come up with some 
recommendations that would have a practical effect and would be given 
very serious considerations by the administration. I do hope that you 
gentlemen will think about this and think about it seriously. 

It is not enough just to talk about our complaints. We have to have 
some solutions, and the solutions that we must have, have to be rea- 
sonable and practical and they have to be in conformity with the 
overall American policy and foreign reciprocal trade, in order to do 
what is good for our own country and do what is good for the rest of 
the world. 

It is not an easy problem and my heart goes out to you gentlemen 
because I know what you are striving against, and apparently your 
complaints are resounding on deaf ears. But I submit again that if 
the answer to this is to throw the whole responsibility back to Congress 
and let Congress begin to set the tariffs here, there, and everywhere, 
you let the Congress of the United States be in a position of overruling 
the President every time he makes a decision and I am afraid that that 
road is backward and not forward. 

All right, sir, I am sorry to have interrupted you the way I did. 

Mr. Witx1nson. I found your comments most interesting and I 
would like to add the observation that unless I have missed the tenor 
of the testimony that has come before you at these hearings, it was my 
impression that management and labor were in complete accord on 
this matter of proper adjustment of import competition from those 
places abroad. I do not think there is any dissension here. 

Senator Pastore. I know there is not. 

Mr. Witxrnson. Maybe this committee, sir, is the very agency that 
we are all searching for to bring this message to the administrative 
branch of the Government and make it stick. I do not think it is a lack 
of figures. I do not think it is a lack of information or demonstrable 
results. Maybe that is one of the great values we hope to get out of this. 

Senator Pastore. I assure you I am going to try my darndest to do 
that, but like everything else, you know, it does not take long for 
people to forget. After this committee goes out of existence, you 
might shift right back and I was hoping we could have something 
that would watch day to day over this. Maybe we can do it through 
our full committee, and maybe we can do it through those Members 
of Congress who are interested in this as much as I am and as much 
as Mr. Thurmond. Certainly my voice is going to be raised and going 
to be heard with relation to this problem from day to day, and as 
long as I am in the Senate of the United States. 

However, I hope that we can get our heads together on something 
here and come out with something rather strong that will make some 
sense. 

All right, sir. 

29350—59—pt. 4 —2 
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Mr. Witxrnson. To continue with the Geneva reservation, as our 
President Kent told you in July, we find that the Geneva reservation, 
first invoked in 1956, has been helpful. It has curbed imports of 
cloth somewhat except those from Japan. We believe, however, that 
application of the tariff-rate quota under the reservation could be 
substantially improved without reopening the reservation for negotia- 
tion at the international level. We have suggested a category ap- 
proach so that the duty would rise to 45 percent ad valorem which 
imports in each category exceeds 5 percent of average annual Ameri- 
can production of similar fabrics in the 3-year base period. We are 
not convinced that the terms of the reservation preclude such 
adjustment. 

In addition, we have urged that 3 classes of goods be eliminated 
from the United States production base against which the 5 percent 
trigger point is computed. These are blankets and blanketing, goods 
made for the Government, and goods containing 25 to 50 percent 
wool. The unwarranted inclusion of these goods in the base in- 
creases the amount of cloth which enters at the low duty of 25 per- 
cent. Surely these inequities can be corrected because the makeup 
of the American production base results from administrative action 
of our Government rather than anything in the reservation or in the 
negotiations which led to it. 

I hope this subcommittee will call before it some witnesses from 
the Committee on Reciprocity who might be able to throw lights on 
these seemingly stubborn interpretations from our point of view. 

Senator Pastore. We will ask Dr. Miernyk to make a note of that 
and see if we cannot clear that point up. Your suggestion would 
be if it is not permitted within the law, you would expect some legis- 
lation to give it that interpretation. 

Mr. Witxrnson. This is a matter of note in one of the trade agree- 
ments and not specifically of law itself. But I think it could well be 
corrected by law. 

Senator Pasrore. Yes; that is what I mean. 

Mr. Wirx1nson. We hope this subcommittee will support our 
recommendations for improving the 1959 operation of the tariff-rate 
quota under the reservation. 

There appears to have been some slight improvement in industry 
activity so far in 1958 since the low point was reached about the 
turn of the year. However, production of woven wool apparel fab- 
rics is not likely to reach the 257 million linear yards made in 1957. 
Last year, it should be noted, was the second lowest cloth production 
year since 1938. In the first 6 months of this year, wool apparel 
cloth output was 14 percent less than in the same months of 1957. 
Fiber consumption on the woolen and worsted systems in the first 
9 ee of 1958 was about 12 percent less than in the first 9 months 
of 1957. 

Comparing the situation of the domestic industry with imports 
is not encouraging. In the first half this year imports of cloth were 
equal to about 14 percent of United States production of woven wool 
apparel fabrics, not the famous 3 percent. 

In the first 7 months of 1958 imports were 8 percent higher than 
imports in the like 1957 period. For all of 1957 imports totaled 
32,313,000 square yards and it would seem the total for all of 1958 
would at least equal the 1957 figure. 
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Following are the 7-month figures covering imports by countries of 
woven fabrics wholly or in chief value of wool or hair. 


Cloth, 1st 7 months 


[In square yards] 


1958 1957 
TNS DONE 8 on soo ccdudedecdnnucsscusttctenductinbwaedanbamdbguokwainie 11, 497, 000 13, 816, 000 
NONE sci cs dickens cunstcentdnsedcbdennadhcanentassoreeaeian tena 10, 401, 000 6, 696, 000 
I 5 os Sicks aikitty 5 aepenah einige insaiesdighhtihalnita nedejinge ait tell pillage eeaeateaaatial 4, 208, 000 3, 191, 000 
TEED, i capmdininencndadhs gududanwndpenandkapeshnahekeancnammaer tak ae ara 1, 104, 000 1, 043, 000 
PT UR 8 issn 3k ig skp Sedan. Satan Oho ahpebbenies Geranbemy 2, 728, 000 3, 085, 000 
WROD occ cddccdcakstudddégccsqcccnsicéenshohbnah sah ln tndacidtarekiwal 29, 938, 000 27, 831, 000 


Wool yarn imports in the first 7 months of 1958 were virtually the 
same as in the same 1957 period; for all of 1957 yarn imports totaled 
2,308,000 pounds. 


Yarn, ist 7 months 
{In pounds] 


1958 1957 

I Sos ntig cciiitieaiicnheti adh annn nbn untied a aman 663, 000 416, 000 
 icicndnccnvcnsdcenss ddddpeastindwhipininnenneeendaaieiihen aaa 207, 000 321, 000 
a nia dan sy aivlicigels dade ov alll ie ell allelic ai alia aia 215, 000 189, 000 
Umit TEMG oes bled cdcc carn nb inn cancndebdscndotnibahansidaledidnkddicenaas 85, 000 , 000 
RE ere ttt rh ent canbbblctanasiiasniinianimnkceiedaks sip apioneiseiniatpadialeet 83, 000 95, 000 
BE BD a cnsnvninnishtinwetonnmuannidoamimnirpatinmamnntege ae 78, 000 , 000 

WO os kitin sdghtnddnchinsadsctinannicanenmgmaaiamaa 1, 331, 000 1, 342, 000 


Senator Pastore. It is significant to note that the United Kingdom 
did decrease. 

Mr. Witxrinson. Very definitely. 

Senator Pastore. Japan increased, Italy increased, France about the 
same, all others slightly decreased. 

Mr. Wixxrnson. Yes. You will find the same situation. That data 
gives the shifting pattern but yet the overall increase problem that sup- 

orts our contention that this voluntary quota by the Japanese is per- 
= prompted by the usurpage of the British market by the Japanese 
goods. 

Senator Pastore. These figures would bear that out. 

Mr. Wiixrnson. Yes, sir. 

Senator Pastore. We are going to try to check that. I do not know 
how successful we will be, but we will try it. 

Mr. Witxrnson. It would be very helpful. 

We have outlined the steps the United States State Department is 
taking to further cut textile and clothing tariffs in forthcoming GATT 
negotiations. In our view, as we have said many times, a trade and 
tariff policy which will fairly and adequately protect domestic pro- 
ducers will not be achieved until Congress regains ultimate control of 
policy from the executive branch. 

I have heard your comments, sir. 

Senator Pastore. Go ahead. It is wishful thinking but nice to think 
about. Go ahead. 
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Mr. Wirxrnson. In the meantime, we suggest that this subcommit- 
tee and Congress as a whole insist on both congressional and industry 
representation on all United States tariff negotiating delegations. — 

Assuming the Government is interested in maintaining the textile 
industry of this country, there is urgent need for an authoritative dis- 
avowal of the apparent intention of the State Department to further 
cut textile and clothing duties. Without such a denial, it does not seem 
likely that the trend to liquidation in the wool textile industry will be 
halted or reversed. 

In regard to Japan’s quota on wool cloth exports to the United 
States, we urge the Government to learn whether Japan also would 
consider placing wool yarns and other wool products under a quota. 

We hope the Geneva reservation will be made more effective in 1959, 
in accordance with its terms, and that this subcommittee will support 
our recommendations to this end. 

We appreciate this second opportunity to present our views to you 
and say again that we seek no special advantage. We do seek fair 
competition. We believe equalization of competition with imports 
in our home market is in the national interest as well as our own. 

Also, I cannot close, Mr. Chairman, without a word of high apprecia- 
tion and praise for the nature and manner in which this investiga- 
tion has been conducted. We deeply appreciate it. 

(Exhibit A is as follows :) 


NATIONAL ASSOCIATION OF WooL MANUFACTURERS, 
New York, October 22, 1958. 
Hon. Stnciarr WEEKS, 
The Secretary of Commerce, 
Washington, D. C. 

Dear Mr. Secretary: This is in further reference to your thoughtful letter 
of October 16 which enabled me to read the gist of an address by Mr. Koichiro 
Asakai, Ambassador of Japan to the United States, made in Tokyo on July 17. 
I found the comments interesting and the Ambassador forthright in his appraisal 
of some complaints that have been directed at Japanese competition in the 
American market. On the principal problem presented to our industry by wool 
textile competition from Japan I found him silent. 

The principal problem confronting us, as you are so well aware, is the in- 
ordinate advantage that accrues to Japanese wool textile exports to the United 
States as a result of the tremendous gap in wages paid here and in Japan. Our 
present protest against the mounting exports of Japanese wool textiles to the 
United States is not that these goods are “cheap” in the sense that they are of low 
quality but rather that, as the facts demonstrate, Japan, with her extremely low 
level of wages, can preempt almost any textile market she sets her sights upon 
regardless of the quality level. 

Were the Japanese textile complex, plant, machinery, and operatives to be lo- 
cated in California, a State of about equal land area to Japan, the story would 
be different indeed. There the modern Japanese textile complex would be subject 
to our Fair Labor Standards Act and other Federal legislation designed to pre- 
vent unfair exploitation of the American market. But as this cannot be brought 
about we must continue to look to our Government to advance fair competition in 
our home market by effective measures to equalize or preclude unfair competi- 
tion from abroad. 

In this connection it may be fairly stated that the expectation of industry for 
resolute action toward this end by our Government is not heightened when 
one reads in the trade press: “New Textile Duty Cuts Now on GATT Agenda” 
(Daily News Record, Oct. 20, 1958). Nor can the industry derive assurance 
that one of its overriding problems, the problem most directly susceptible to 
remedy by Government action, is wholly understood when its position is vaguely, 
but at the same time pointedly, derided by the President as was the case in his 
October 13 speech at Georgetown University when he said: “We need people who 
are not too much concerned by the immediate considerations of private gain or 
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the effect on our particular community of a wool importation * * *” The Presi- 
dent does not make clear whether he is referring to importations of raw wool, 
of which domestic production is not sufficient for our needs, or whether he refers 
to wool product importations. If the latter, we know that you are as familiar 
as anyone with the facts; that you appreciate that despite severe contraction in 
plant resulting in proportionate losses in job opportunities the American wool 
textile industry still has sufficient capacity to meet current and immediate future 
needs if peace prevails and there is no mobilization push. You are aware, I am 
certain, that there are many holding positions of high responsibility in this in- 
dustry, an industry acknowledged by Government to be essential to national 
security, who do not share the complacency of Government as to its capacity to 
meet mobilization requirements should the need occur. 

Further, expectancy of effective Government action is not advanced by a dec- 
laration such as was attributed to Loring K. Macy, Director of your Bureau of 
Foreign Commerce. Daily News Record of October 20 reported that Mr. Macy 
emphasized that the United States Government policy on Japanese imports will 
not alter. From our point of observation it has already altered to our disad- 
vantage. It is recalled here that our Government, and specifically the Depart- 
ment of Commerce, effectively counseled the Japanese Government in the devel- 
opment of its voluntary quota for cotton textile and apparel exports to the United 
States. In the case of the Japanese undertaking along similar, but vastly more 
limited, lines on wool goods it is not apparent that the Japanese enjoyed the 
benefit of this counsel; that the persuasions for the development of a voluntary 
wool goods quota had origin elsewhere than in the United States. This may ex- 
plain why the wool cloth quota announced by MITI, to the extent its provisions 
are known, appears to fall far short of representing “an appreciation of the 
problems confronting our trade relations” as far as wool textiles are concerned. 

I would again thank you for undertaking to apprise us of the details of the 
Japanese quota on wool cloth as soon as they become known to your office. 

Sincerely, 
EDWIN WILKINSON. 


EXCERPTS OF THE ADDRESS OF Mr. Korcurro ASAKAI, AMBASSADOR OF JAPAN TO 
THE UNITED STATES, AT THE LUNCHEON MEETING OF THE AMERICA-JAPAN So- 
CIETY oF Tokyo, Juty 17, 1958 


I have found from these speaking jaunts in the United States a very great 
interest among Americans in Japan’s economic problems. I have found a gen- 
erally very sympathetic response to remarks wherein I point out Japan’s need 
to trade to survive, the great imbalance in trade between Japan and the United 
States with Japan buying from America more than twice what America buys 
from Japan, and Japanese concern over the statements and actions of segments 
of American industry which seek the adoption of measures to restrict imports 
of competitive Japanese goods. I do not hesitate to point out to my American 
audience that the issues created by these moves constitute the major problem 
of Japanese-American relations and that this situation serves to weaken rather 
os strengthen friendly cooperative relations between Japan and the United 

tates. 

Today, I would like to indulge in a few critical remarks about my own country 
in order to get the facts straight and put the trade picture in its proper per- 
spective. I believe that only by a frank recognition of the facts can our rela- 
tions be placed on a sound and mutually beneficial basis. 

I am afraid that not everybody in Japan has a full appreciation of the situ- 
ation in the United States. I think it should be stated by me for the record 
that the foreign trade policy of the United States Government is for greater 
liberalization. Freer trade is also, as I see it, the general sense of the Congress. 

The New York Times, on December 4 last year, concluded its editorial en- 
titled “Our Trade With Japan” by saying: “It is high time we decide whether 
we are to treat Japan as a competitor that is too efficient for a handful of our 
industries or as one of our biggest world markets and as a key nation in the 
plans for the survival of the free world.” I am in full concurrence with this 
editorial and it is my earnest hope, as Japan’s envoy to the United States, that 
this broad and important aspect of our economic and trade relations is never 
lost sight of. 

We Japanese naturally want America to appreciate our efforts to narrow the 
great gap in the Japanese-American trade balance, but at the same time we 
must recognize that there is great need for self-reflection on our own part. 
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There must be in Japan a greater appreciation of our responsibilities in the work 
of developing trade. We cannot expect the American market, however vast it 
is, to absorb everything we make and sell, unless we develop the market in a 
constructive and orderly manner. 

Let me briefly review some of the principal complaints made by those sectors 
of American industry which cry out for relief from Japanese competition. 

One of the complaints is against the extremely high rate at which some im- 
ports have increased from year to year, resulting, as it has been charged, in the 
dislocation or injury of the industry making the same line in America. 

The comment I want to make here is that issues would not have arisen in any 
of these cases if the annual increase was steady and gradual and the Japanese 
makers would stand to benefit in the long run. It is in the exorbitantly high 
rate of increase and excessive concentration that the trouble lies. It is this 
situation which moves Congressmen to act for their constituent industries. To 
ask them to think about good relations between Japan and the United States is 
often meaningless and wide of the mark. 

The second complaint involves price. Many Japanese do not seem to know 
the nature of the American market. It is a good and steady market if properly 
exploited. Some European countries have found it a profitable market by selling 
quality items at handsome prices. While Japan has earned a good reputation 
in the expensive camera field, we must spread that reputation to other fields. 
I would be happy if it could be spread to the export motor car field. But we 
cannot do that so long as our products are identified with the adjectives “cheap” 
and “shoddy.” In Washington this summer there has appeared a light summer 
cap made in Japan which retails for only 21 cents. It would be a highly uneco- 
nomic thing to check such a cap at a cloakroom where one usually leaves a 
gratuity of 25 cents. 

The third complaint concerns design copying. Many bitter complaints have 
been received by the Embassy in Washington from American manufacturers 
charging infringement of design copyrights and invasion of the American market 
with products which are an exact imitation of their own. Surely we Japanese 
are a proud and artistic people capable of creating original designs of our own 
and developing an area in which we have by virtue of our art tradition a high 
reputation. 

The United States is a tremendous potential market if properly and wisely 
developed. In developing it, our industries and our traders must know them- 
selves the nature and distributing mechanisms of the market they are selling to. 
They must make those goods which best fit into the pattern of demand in the 
market. They must avoid such practices as will create friction with local in- 
dustry. They must establish a reputation for good quality, for stable prices, for 
orderly marketing. 

These are matters which we in Japan can and must control. These basic 
efforts are essential and far more important in developing and expanding trade 
than making appeals with such slogans as “Japan must export or die” or sending 
good-will economic and trade missions to the United States. 

Perhaps I have spoken too bluntly about some of the shortcomings of my 
fellow countrymen, but the Japanese members of this society will, I hope, un- 
oo the motives which prompted me to make these somewhat unpalatable 
remarks. 


Senator Pasrore. I want to thank you, Mr. Wilkinson, and let me 
say that there has been fine cooperation on the part of management 
and labor and all other interested parties in relation to this. I tell 
you very, very frankly, I see the whole patriotic tenor, and there is 
no intent here to be critical of the administration as such, nor to 
interfere or to intervene in a jurisdiction which we realize is a precious 
one. A very, very responsible one, and a very sensitive one to the 
President of the United States himself under the Constitution and 
the laws of this country, but it is true that in my humble opinion irrep- 
arable harm is being done and somehow this message has to get 
across. 

I have seen it happen all over the country and especially from the 
part of the country from which I come. We have had hearings in 
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New Hampshire, Connecticut, the southern part of the country, and 
in Rhode Island and it seems to be universal. 

The complaint is universal and someone ought to explain it, if not 
abide by it. Someone ought to explain it. The arguments that have 
been advanced are very convincing. It is not easy to find an answer to 
all of this complex problem, but the fact remains that someone ought 
to listen with a more attentive ear as to what consequences are being 
wrought upon the American domestic industry, especially in textiles. 
If these mills keep closing down at the rate they have been going, I 
hate to think what the situation is going to be a score of years from 
now. 

Mr. Witxrnson. I share that concern very gravely with you. 

Senator Pastore. I want to compliment you, Mr. Wilkinson; I 
have seen mills close down all around us in Rhode Island, all around 
us in Massachusetts, all around us in New Hampshire, and we thought 
at one time everything was safe in the South, and as a matter of fact, 
we in the North were growling a little bit about how well they were 
doing and now they have woes that are comparable to those we are 
having in the North. 

The question is, How much of this can we take? 

Mr. WiixK1nson. That is right. 

Senator Pasrorr. I want to compliment you on a very fine state- 
ment and now, I am going to hand you over to a very competent mem- 
ber of our subcommittee. 

( Discussion off the record.) 

Senator THurmonp. Thank you very much, I do not think I have 
any questions to ask. It is indeed a pleasure to see the chairman 

Mr. Wiixinson. May all my cross-examinations be so severe. 
Thank you very much. 

Senator THurmonp. I assure you, you need not have any fears. I 
would like to ask 1 or 2 questions. 1 observe in page 12 of your state- 
ment 

Mr. WILKINSON (interposing). Yes, sir. 

Senator THurmonp (continuing). It seems that the figures show 
that in 1957, 6,696,000 square yards of cloth for the first 7 months 
were imported to this country from Japan, and in 1958 the same coun- 
try sent in 10,401,000 square yards. So, that was a considerable in- 
crease for that country. 

Mr. Wixxrnson. That is correct, sir. 

Senator THurMoNp. Now, Italy also had an increase, but a rather 
small percent. France had just a slight increase, practically no dif- 
ference. In the matter of yarn, I observe that in 1957, the first 7 
months, 416,000 pounds were imported here, and in 1958, 663,000 
pounds, which is quite a substantial increase. I observe that Belgium 
had a decrease, Germany had a little increase. 

I want to ask you on that point: Do you think that Germany is 
going to be a competitor in the future? I understood that textiles 
were increasing greatly in Germany and, if they do continue to in- 
crease in Germany as they have in Japan, and they send goods here as 
Japan has done, we may possibly have a future problem in that 
country. 

Mr. Witxrnson. I would think it safe to predict that imports of 
yarn from Germany very well could increase, but in my judgment 
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they will be under the same disadvantage as the British and ourselves 
and anyone else in trying to meet the Japanese competition in this 
market. The advantage that they hold, not only over but, but the 
European competitors, is one just out of this world. It is tremendous. 

Senator Tuurmonp. And the United Kingdom, I observe, is quite 
a decrease in the amount of yarn from 1957 to 1958. France had a 
decrease. 

Mr. Wixxrnson. Yes, sir. 

Senator Tuurmonp. And all other countries constitute a decrease. 
Tt seems that the biggest increase we have had in cloth from 1957 to 
1958, and in yarn, both, comes from Japan. Is that correct? 

Mr. Witxrnson. That is correct. 

Senator Tuurmonp. Is that the country that you seem to fear most 
as producing goods and sending them here and being able to sell them 
practically cheaper than you can produce them ? 

Mr. Wixxrnson. As of the moment, they constitute the greatest 
threat. There are other Asian countries whose textile industry may 
be expected to develop, and, if proper protection is not forthcoming 
from our Government soon, may be even crowding Japan a little bit, 
but that is not too soon in terms of months and years, but that devel- 
opment is possible. 

Senator Pastore. You mean the Philippines and India? 

Mr. Witxr1nson. India, and I am thinking of countries like India. 
I would like to point out, if I may, after your very kind observations 
about how Japanese have sort of shoved the British aside in this im- 
port picture here in the United States, I think it exposes one of the 
basic fallacies of our trade agreement program, because initially our 
agreements under the trade agreements program on wool textiles were 
with Great Britain, and the fudamental and underlying purpose was 
to do something to help and benefit Great Britain. They were our 
principal suppliers and they were expected to get the benefit of the 
concessions. But, under this wide-open scheme of the most-favored- 
nation operation in it, you see the result. The nation which at that 
time was not an important factor in its exports in the United States is 
reaping the benefits. 

Senator Pastore. Because I think your basic philosophy as regards 
reciprocal trade is changed. It used to be economic and now it has 
become political. 

Senator THurmonp. I feel kindly toward the people of Japan. I 
visited over there in 1956, and they certainly deserve consideration. 
oan probably have more people per square mile than any country 
in the world, I expect, except Okinawa. On the other hand, from 
these hearings that we have been conducting and the study I have made 
of this situation, it appears that they are able to manufacture goods 
because of their cheap labor and are able to buy cotton from 7 to 8 or 
9 cents a pound cheaper than our mills can buy it. When I say cotton, 
the same thing woul apply to wool, too. They are able to send goods 
in and sell those goods cheaper than even our manufacturers can pro- 


duce the goods. Isn’t that so? 

Mr. Witxrnson. Yes. 

Senator THurmonp. Now, how can our mills stay in the wool or 
cotton business, with such competition as that? I certainly want to 
see the fair thing done toward Japan and India and any of these other 
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countries, but it is to the point now where our own mills are actually 
closing. 
See esenmnaen: That is right, sir. 

Senator THurmonp. Down in Charlotte—the distinguished chair- 
man of our committee was not present at that meeting—lI believe one 
of the unions presented a list of all of the mills that had closed in the 
South, and I was amazed. 

Have you, Mr. Chairman, had a chance to see those mills ? 

Senator Pastore. Yes; I have. 

Senator TuHurmonp. I knew we had a number of mills close, but I 
was amazed to see the number of mills that had closed and the num- 
ber of people who lost their jobs when those mills closed, and the ter- 
rific economic impact it produced in a great many communities. 

I think people generally know my position. I, for one, am in favor 
of changing our foreign trade policy or whatever is necessary to cor- 
rect this. I think we have got to protect the American working people. 
Of course, as our able chairman said, the matter of trade agreements 
does not fall within our committee; that falls within the Finance or 
Foreign Relations Committee. On the other hand, of course, we 
could make recommendations, possibly, that might be considered 
favorably or unfavorably. I think it might be incumbent upon us to 
find the facts and then make recommendations as to what should be 
done by the Congress, and I sincerely hope that we will do that from 
every facet of this investigation that we are undertaking. 

I can truly sympathize with what you are going through, and I can 
sympathize also with the workers of this country who are being placed 
out of jobs now. Down in my home county of Aiken there has been 
a great layoff down there of the Savannah River plant lately, possibly 
700 or 800 people. Well, that means 3,000 or 4,000 people partially 
being supported by those 700 or 800 people. I know what it means 
when people are put out of jobs, and there ought to be some way, 
some action taken to correct this. 

Certainly, somebody has got the power to correct it, and I hope we 
will find out who has the power and make the recommendations that 
it be corrected. 

Now, on page 10, I observe you made this statement : 

We have suggested a category approach so that the duty would rise to 45 
percent ad valorem when imports in each category exceeded 5 percent of 
average annual American production of similar fabrics in the 3-year base 
period. 

Now, that is a rather specific recommendation. In other words, 
you feel that the duty should rise to 45 percent ad valorem if the im- 
ports in any one category come in here exceeding 5 percent. 

Now, isn’t that one trouble we are having from Japan chiefly today ; 
that they concentrate on one category and they practically take over 
the market? I had a mill that made gingham in my State close a 
few months ago. The president of the mill came to Washington, 
along with some of his people, and said that he just could not compete 
with Japan any more. They could make the gingham cloth and 
send it here and sell it cheaper than he could make it. Another 
category they have gone into is velveteens. They have taken over 
the velveteen market, and if they pluck off each category one by one, 
just like the Communists have picked off each nation one by one, where 
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will we be? We will lose the entire industry after a short while. Is 
that the way you feel about it? 

Mr. Wixxtnson. That is correct. This overall interpretation is 
very unfortunate in that it permits the foreign country to select what 
area it chooses to concentrate upon. 

Senator THurmonp. In other words, they can send all of their goods 
in one category. 

Mr. Witxrnson. If they so see fit. 

Senator THurmonp. That would completely close up the mills in 
this country that make the goods of that particular category; so it 
would be helpful if we could limit the quantity in each particular 
category. 

r. Wiixr1nson. Carry through the concept of similarity that is 
inherent in the category. 

Senator THurmonp. And still have trade coming from any country 
that desired to send in, but they would not swamp us and take com- 
plete control and overpower any one category and close our mills 
down manufacturing in that category. 

Mr. Wiixrnson. There is one point I would like to make, and 
please, this is not out of animosity to the Japanese either, but let us 
assume that we got the category interpretation, the Japanese problem 
is more serious than that. Let us assume we got the category interpre- 
tation of the Geneva reservation, even then the duty, the remedial 
duty only goes to 45 percent, and there are many in our industry who 
are thoroughly convinced that even that ad valorem duty on the 
Japanese product is not adequate to offset the terrific labor or cost 
advantage that they have. 

Now this is just a factual observation. I think one way of perhaps 
looking at it to put it into focus, after all, Japan has about the same 
land area as California. Now, if you could visualize, if you will, 
please, Japan sitting where California sits today, inside our customs 
union, if you please, and paying the wages that prevail in Japan 
today within our general boundary, how long would the 47 States 
tolerate the free flow of those goods across our borders? We have our 
Fair Labor Standards Act which precludes movement of goods across 
borders unless they meet certain specified minimums. And all any- 
thing has to do to knock down that interstate protection is to come 
through our outer perimeter and it is free to go anywhere. That is 
not fair competition. 

Senator Pastore. Would you suspect the correction would be the 
institution of quotas? 

Mr. Witxrnson. In a situation as acute as this, it seems to be about 
the only practical thing. 

Senator Pasrore. The reason I raise that point is I am afraid if 
this thing is not looked at in the proper perspective, I think in the 
long run, it is going to be just as injurious to Japan as it is going 
to be to the United States of America. 

I have an article here before me, I do not know what interpreta- 
tion somebody else might give it, but it was handed to me by Dr. 
Miernyk. It appeared in the New York Times of Sunday, November 
9, 1958, it says: 


Japan is fighting a textile slump. 
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It says here that— 


tthe Japanese textile industry is fighting a recession that set in last year follow- 


ing a period of almost uninterrupted expansion since World War II. 

Heavy cuts are under way accompanying slumps in Japan’s other key in- 
dustries: textile, steel, shipping, and shipbuilding facilities are operating at 
30 percent below capacity. Many textile mills have been cutting output 30 
to 50 percent and laying off factory hands. 

Then I skip over and it says here even their exports this year did 
not bear out hopes of continued expansion. Now if they are lulled 
into a sense of security to the extent that whatever they can produce 
and expand is going to be sold in the American market, the day is 
going to come when they are caught short as well, and I think, my- 
self, all around, it might be pretty well for them to know too how 
much they can sell to the American market from year to year. 

I think this ought to be worked out even for their own benefit, 
because if they get an idea that if they keep on expanding they are 
going to capture more and more of the American market, the day 
is going to come when they reach the point of no return and then 
politically I think the situation will be even worse than it is now. 

I think all around this thing has to be looked at rather judiciously. 
It is like everything else, as Mr. Thurmond has brought out, there is 
only so much of it you can absorb, and let us face the facts as they 
are. This is not a question of free trade, everyone realizes that. 
There is not an article that is produced in the United States of 
America that Japan could not produce much cheaper for obvious rea- 
sons. Their labor costs are much lower than they are here in the 
United States of America. We are not complaining about that, 
that is their responsibility, and I think they are meeting it in a fash- 
ion that they know how to meet it. 

I am not being critical of anyone, but the fact of the matter is that 
when you compare these two articles which are the same, where the 
machinery that manufactures them are the same, where the five 
fingers on each hand are the same, where it does not take a great deal 
of technology, I mean that you cannot import, or buy, or develop in 
your own country, and the only difference is the labor costs—I mean 
how you can compete on the fair market? 

Mr. Wrix1nson. We have given them some of the equipment. Mr. 
Chairman, I carry your observation one step further. You have 
mentioned that this does not appear to be in the best interest of Japan. 
I would respectfully submit that if this policy is permitted to go on, 
and the trend in the textile industry to continue unabated, it wouid not 
be in the best interest of any of our friendly nations because if we are 
to have the leadership in the pursuit of peace, we must pursue peace 
from strength. And if we do not have a textile industry in this coun- 
try adequate for our needs, we will not have that strength. 

Senator THurmonp. On that point right there, it was brought out 
in these hearings that textiles rank only second to steel in the matter 
of national defense. Do you agree with that statement that was made 
before our committee ? 

Mr. Wirxrnson. I do not know whether I would be qualified to rank 
it, but it is 1 of the 3 essentials to the protection of life. I hold it very 
high at the top of the list for military security. 

enator Pastore. Now another question I should like to ask you and 
this is going to be asked on the floor of the Senate the minute we come 
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out with this report. If all imports were shut down in textiles com- 
— would you then have a healthy textile industry in the United 
tates of America ? 

Mr. Wiixinson. We have not come to the point where we would 
ask for the shutoff of all imports. We have asked for the equalization 
of competition on a fair basis because we believe very definitely that 
competition is a strengthening stimulant. We will meet your for- 
eigners on the grounds of fair competition. I think we can take care 
of ourselves quite all right. 

Senator Pastors. That is not the point I was making, Mr. Wilkin- 
son. The point I am making is this: There has not been an increase 
in the productivity of textiles in the last 10 years. It has remained 
rather constant, and part of it, of course, is attributable to the imports. 
But that is not the whole problem, you will admit that ; will you not ? 

Mr. Wirxrnson. I do not think it has remained constant. We have 
been going downhill as far as equipment is concerned in the past 10 
years. 

Dr. Mrernyxk. Excuse me, don’t you mean that productivity has 
gone up a great deal? 

Senator Pastore. In production. Therefore, it would leave it that 
there are other ills that are being experienced by the textile industry 
apart from imports. 

Mr. Wizxrnson. Yes. 

Senator Pasrore. Are you prepared to speak on that at all today? 

Mr. Wrixrnson. I have been waiting, Mr. Chairman, for a long 
time to hear true rationalization that I could accept as the condition of 
the textile industry in general today, and so far I have not heard any, 
so I do not think that at this point I am in a position to undertake 
exposition. 

enator Pastore. It is your considered opinion that this importation 
is doing serious damage to the textile industry ? 

Mr. Wirxinson. Yes; that is not the sole cause of the trouble, but it 
is one area, Senator, where the Government has control and immediate 
possibility to be helpful. 

Senator Pasrorr. All right, sir. I want to thank you very, very 
much, Mr. Wilkinson. 

May we please have order? All right, Mr. Rubin. Now, if you 
gentlemen are going to read these statements, you know, we are 

retty fast readers ourselves, so if you want to quicken it up a little 
it, we will appreciate it very, very much, because we follow rather 
attentively; you will notice that from our questioning. 

So, read as fast as you can and still make sense. 


STATEMENT OF MILTON H. RUBIN, PRESIDENT OF AMERICAN 
SILK MILLS, INC. 


Mr. Rustin. My name is Milton H. Rubin, and I am president of 
American Silk Mills, Inc., a textile manufacturing corporation, with 
a plant in Orange, Va., and sales offices in New York City. I am 
also vice president of the American Silk Council, and chairman of its 
silk manufacturers committee. 

American Silk Mills, Inc., is a manufacturer and converter of silk 
and synthetic textiles and blends. In its silk operations it is the 
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largest manufacturer of silk fabrics and the largest consumer of raw 
silk in the United States. 

I appreciate and welcome the invitation which this subcommittee 
has extended to me to appear before it to represent and to speak on 
behalf of the silk manufacturing branch of the textile industry of the 
United States. I hope in this statement to indicate the particular 
6 special problems affecting the silk industry, and their possible 
solution. 

A brief statement concerning the industry might be useful as a 
background. Before World War II silk was an important textile 
fiber selling in volume in the consumer, industrial, and military fields. 
In 1929, 504 million linear yards of silk fabrics were produced. How- 
ever, rapid development and consumer acceptance of manmade fibers, 
such as rayon, started to cut into silk production even before the war, 
so that in 1937 annual production of silk fabrics had dropped to 142 
million linear yards. During the war raw silk shipments om Japan 
completely ceased, causing cessation of production here except for war 
use, After the war the industry was reestablished on a small scale 
with a modest production of 10 million linear yards in 1947, and by 
1955 was producing 43 million linear yards, the postwar high. 

Historically the silk manufacturing industry has been an industry of 
small units. Today it consists of a constantly decreasing number of 
small manufacturers, located primarily in towns in New Jersey, Penn- 
sylvania, and Virginia. In 1957 approximately 2,500 looms were 
devoted to the production of pure silk fabrics, and the industry sup- 
ported in the neighborhood of 5,000 direct-production workers. 

Notwithstanding the decline in the importance and position of the 
silk manufacturing industry in this country, there is definitely a 
demand and market for silk fabrics, as evidenced by the fact that 
approximately 70 million square yards of silk fabrics were sold in the 
domestic nant during 1957. I believe you will be shocked to learn 
that out of this total yardage marketed in the United States, approxi- 
mately 42 million square yards were of Japanese origin. ; 

The Japanese silk manufacturing industry having i 
in excess of 50 percent of the American market for silk fabrics since 
the end of the war, the maintenance of the domestic silk manufactur- 
ing industry in at least its present state is essentially a problem in- 
celting the regulation of Japanese imports of silk piece goods. Un- 
less the domestic market in silk goods is protected for domestic manu- 
facturers, it will in the course of the next few years be taken over 
completely by the Japanese. The domestic manufacturers face the 
complete annihilation of the industry, including its defense potential, 
accompanied by the corrosive effect which such elimination has on 
affiliated industries, dyers, finishers, textile machine manufacturers 
and suppliers, which the silk industry now supports. 

The situation affecting the silk industry is unique and unlike that 
affecting any other domestic industry meeting Japanese competition 
in the United States. The raw material for the industry, raw sil 
is supplied to the domestic mills almost exclusively by Japan an 
comes in free of duty. Raw silk is one of Japan’s most important raw 
material exports, and we are Japan’s largest customer for this com- 
modity. In 1955 Japan exported 11,400,000 pounds of raw silk. Of 
this total 7,200,000 pounds were exported to the United States at an 
average price in excess of $4.59 per pound. 
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Despite the fact that we are Japan’s most important customer for 
raw silk, Japan is the chief competitor in our own market in the sale 
of silk piece goods which are manufactured from this raw material. 
Japan is thus in competition with its primary customer in the cus- 
tomer’s home market, certainly an economic absurdity. To the extent 
that it succeeds in competition with us, and its success has been enor- 
mous to date and is constantly increasing—since we cannot compete 
against cheap labor, tariff concessions, and copied designs and con- 
struction—it simultaneously destroys the ability of the American com- 

titor to stay in business and to purchase raw silk. The result, there- 

ore, has been disastrous not only to the domestic manufacturer, but 
also to the Japanese raw silk industry. Over the past years the: ; 
United States purchase of raw silk from Japan has decreased sub- 
stantially as American production has declined from the high point 
of 43 million linear yards in 1955 to 28 million in 1957, and to an 
estimated 24 million in 1958. 

Through September of this year the Japanese Government officially 
controlled and supported the price of raw silk to the export market. 
These supporting activities by the Japanese Government required 
the investment of enormous funds amounting to $50 million in order 
to peg and control em Because of the sharp falloff in American de- 
mand for raw silk resulting from the intense competition between 
American and Japanese manufacturers, the Japanese Government has 
found itself daablo to continue the support of Japanese raw silk prices. 
The result has been a drastic decline in raw silk prices, and in the 
dollar amounts received by raw silk producers in Japan. While the 
price of raw silk was close to $4.50 a pound landed in 1955-57, the 

riod during which it was stabilized by the Japanese Government, 
it has since September 1958, when Japan ceased to support the price, 
fallen to approximately $3.50 per pound. 

So this problem of Japanese competition with domestic manu- 
facturers may be graphically illustrated, I am attaching to this state- 
ment tables for the years 1955-57 showing the imports of Japanese 
silk piece goods, the yardage produced by domestic manufacturers and 
the United States mill consumption of raw silk. An examination of 
table 1 will show that imports of silk piece goods from Japan in- 
creased 180 percent between 1955 and 1957, that domestic production 
declined 35 percent between these years, and that United States mill 
consumption of raw silk declined 22 percent. In table 2 the figures re- 
veal that in 1955 imports of Japanese silk fabrics equaled 30 percent 
of domestic silk fabric production; in 1956 that percentage had in- 
creased to 58 percent and in 1957 it had reached the staggering figure of 
127 percent. 

Senator Pastore. Say that again. Do you mean the importation 
of manufactured silk textiles imported in the United States is 127 per- 
cent of the domestic supply ¢ 

Mr. Rustin. Yes, sir. For every yard of goods sold in this country 
ds tates manufacture, 114 yards plus 


of American manufacture, Unite 
is being sold by Japan. 

Senator Pastore. We are getting far away from 3 percent. 

Mr. Rusty. Yes, sir. The American Silk Council, an organization 
composed of domestic silk manufacturers and raw-silk dealers, has 
had numerous meetings with representatives of the Japanese silk 
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industry over the past year in an effort to point out to them the dis- 
astrous results flowing from the facts which I have just stated. We 
have tried to persuade the Japanese to limit production to items not 
made here, and voluntarily to quota export of items which compete 
with our domestic manufacture. These efforts of persuasion in the 
interests of the joint economy of both of our countries have not proved 
successful. The only solution for the problems of the domestic silk 
manufacturer is either a voluntary quota system, administered by the 
Japanese, or an absolute quota on Japanese silk goods to beestablished 
here by United States Government action. Unless one of these alterna- 
tives is adopted, both the Japanese raw-silk industry and the American 
silk manufacturing industry are headed for disaster. 

Senator Pastore. May I ask another question? Has this case been 
brought up under the escape clause ? 

Mr. Rusrn. It isin preparation, Mr. Senator. 

Senator Pastore. How far have you gone? 

Mr. Rusrn. The facts are being gathered and will be presented to 
the Tariff Commission early in January. 

Senator Pastore. All right, sir. 

Mr. Rusrn. In addition to what I have already stated with respect 
to the unique peculiarities affecting the silk manufacturing industry 
in its competition with Japan, the seriousness of the situation has been 
compounded over the years by the absurdity of the tariff policy of the 
United States-as it applies to silk goods. Under the Tariff Act of 1930, 
there was a uniform ad valorem tariff of 55 percent applicable to 
silk goods, whether bleached, dyed, finished, or in the greige state. In 
1934, at the request of French manufacturers of high-priced silk mer- 
chandise and a trade agreement with France, tariffs were reduced 
to 45 percent on silk piece goods valued at more than $5.50 per pound, 
if bleached, dyed, colored, or printed. This concession thus permitted 
goods on which more labor was added abroad for bleaching, dyeing, 
and finishing to come in at a cheaper rate than greige goods. After the 
war, and as a result of various concessions granted under our trade 
agreements program, further reductions were made so that today dyed, 
finished, or bleached silk goods—more advanced in manufacturing— 
come into this country at a rate of 221% percent and greige goods— 
less advanced in manufacturing—come in at 30 percent. Moreover, 
as a result of administrative interpretation by the Customs Court and 
the Court of Customs and Patent Appeal, the word “bleached” has 
been given such a broad interpretation that practically any processing 
of greige goods will render them bleached and subject te entry at 
the lower tariff rate. 

This invitation to add finishing to greige goods has, of course, been 
accepted by Japanese manufacturers, with the result that out of 42 
million yards of goods imported into this country from Japan in 
1957 only 114 million yards consisted of greige goods, the balance of 
imports coming in boiled off, bleached, or finished, at lower rates of 


duty. In addition to weakening further the competitive position of 


the American manufacturer of silk goods, the dyer and finisher of 
silk goods has been seriously affected by this tariff policy. 

Senator Pastore. How would you correct that ? 

Mr. Rustin. Having spent a great deal of time trying to prove to 
the Japanese that the amount of labor involved in bleaching the goods 
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was infinitesimal in return for the total, whereas the amount of labor 
performed in this country would employ another 2,000 people—— 

Senator Pastore. How would you correct it in the law? Could they 
do it administratively ? 

Mr. Rustin. There would have to be a change in interpretation be- 
cause, just as Mr. Wilkinson said, the original change in the tariff 
for the benefit of the French now permits Japanese and everybody 
else to come in under that tariff, and just as it was for the English 
woolen manufacturer. I do not see any other way but except through 
action of the Tariff Commission. 

Senator Pastore. I would hope this, Mr. Rubin—you have an attor- 
hoe your industry ? 

Mr. Rusty. I do. 

Senator Pastore. I hope he will get in touch with Dr. Miernyk— 
and have your attorney és it so that this can be gone into in detail, if 
this is a question of interpretation. If your argument is this, appar- 
ently the finished goods come in at a lower tariff than the bleached 
goods, which is an open invitation to finish them, thereby cutting out 
2,000 American jobs. 

Mr. Rosin. That is right; direct labor jobs. 

Senator Pastore. You are actually implying this was never in- 
tended by the law? 

Mr. Rusty. That is right. 

Senator Pastore. Therefore, the law ought to be changed ? 

Mr. Rustin. That is right. 

Senator Pastors. All we are trying to get is your attorney to tell us 
in what respect it should be changed. 

Mr. Rusty. You shall hear from us, Senator. 

Senator Pastors. All right; you may proceed. 

Mr. Rusty. I estimate that if all the imports of Japanese fabrics 
had come in in the greige state rather than in finished or semifinished 
state, employment would have been available for at least 2,000 addi- 
tional direct production workers in the dyeing and finishing industry 
in the United States. The encouragement to the Japanese to add 
labor costs in their own country in order to take advantage of the 
tariff differential between finished and unfinished goods has resulted 
in a serious loss of employment and business for the American dyeing 
and finishing industry. 

It is obvious that, unless restrained, the Japanese will take over 
larger and larger percentages of the silk fabric business in the ensuing 
years. The American manufacturer simply cannot compete or sur- 
vive in such a situation. Unless restrictive Government action is 
taken, or unless the Japanese producers voluntarily limit exports, our 
domestic manufacturers must either close down or, if financially pos- 
sible, convert his operation to textile lines other than silk. The situa- 
tion in silk so far as competition with Japan is concerned is much 
worse than that in any other branch of the textile industry. The 
cotton textile manufacturers are complaining, and legitimately so, 
about the effects of Japanese competition, even though Japanese im- 
— account for no more than 3 percent of the total yardage pro- 

uced by American manufacturers and voluntary quotas on imports 
are in effect. The woolen industry is also complaining about Japa- 
nese competition even though it is protected in part by the Geneva 
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reservation which takes effect whenever imports reach a level of 5 
percent of domestic production. The silk industry has had no relief, 
and the Japanese have captured in excess of 50 percent of the Ameri- 
can market. Unless relief is granted, and granted quickly, the Amer- 
ican industry is destined for extinction. 

In closing, let me state that the American silk manufacturer is not 
asking for protection against producers who are more efficient or who 

»xroduce better quality or styled fabrics. The United States silk in- 
ustry is definitely more efficient than the Japanese. Further, the 
American manufacturer is inventive, keeps in close touch with fashion 
trends, and attempts to meet and to stimulate consumer desires. What- 
ever demand there has been for silk in the postwar era has been first 
created and promoted by the American Stee and then captured 
by Japanese copies, produced more cheaply because of low labor costs, 
and brought in under tariff concessions at prices that the American 
manufacturer cannot meet. 

Senator Pastore read from a New York Times article Sunday, 
November 9; I have that same article with me. 

Senator Pastore. I think we ought to put it in the record. 

Mr. Rusry. I. would like to, if I may, just read a little bit further 
than you had an opportunity to read. 

Senator Pastore. All right. 

Mr. Rustin (reading) : 

The Kanegafuchi Spinning Co., known as Kanebo, one of the Big Three textile 
firms has announced a drastic retrenchment program. It has said it would 
close 3 mills, cut wages 10 to 15 percent for a year and reduce paid holidays 
by a half to 5 days a year. 

This development, described as the biggest event in the Japanese textile in- 
dustry since the big strike of the early 1930’s, started a general demand for 
similar economies. 

Kanegafuchi’s announcement certainly bodes ill for the manu- 
facturer of cotton, silk or anything, because Kanegafuchi manufac- 
tures all types of fabrics out of all fibers. 

(The newspaper article is as follows :) 


{The New York Times, Sunday, November 9, 1958] 
JAPAN Is FIGHTING A TEXTILES SLUMP 
PLANTS ARE CUTTING OUTPUT AS GOVERNMENT TAKES STEPS TO IMPROVE EXPORTS 


OSAKA, JAPAN, November §8.—The Japanese textile industry is fighting a re- 
cession that set in last year following a period of almost uninterrupted expan- 
sion since World War II. 

Heavy cuts are underway, accompanying slumps in Japan’s other key in- 
dustries. Textile, steel, shipping, and shipbuilding facilities are operating at 30 
percent below capacity. 

Many textile mills have been cutting output 30 to 50 percent and laying off 
factory hands. Joint facilities have been put in operation to “freeze” some 
unsold stocks. 

The Government has introduced a series of measures to promote exports. It 
was hoped ‘that if stocks could be cut prices would hold, but they have not. 

The Kanegafuchi Spinning Co., known as Kanebo, one of the Big Three textile 
firms, has announced a drastic retrenchment program. It has said it would 
close 3 mills, cut wages 10 to 15 percent for a year and reduce paid holidays by 
a half to 5 days a year. 

This development, described as the biggest event in the Japanese textile in- 
dustry since the big strike of the early 1930’s, started a general demand for 
similar economies. 
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The Nihon Keizai, a leading Japanese financial newspaper, said Kanebo had 
overexpanded its rayon staple capacity, largely with borrowed capital. Similar 
overexpansion was evident in most other branches of the textile industry. 

Since the beginning of this year, cotton and woolen yarn production has been 
cut by 30 percent, rayon staple by 40 percent, and rayon filament and cotton 
cloth by 50 percent. 

During the 5 years ended in 1957, production of cotton yarn increased from 
913,737,000 to 1,139,948,000 pounds a year; rayon filament from 163,262,000 to 
268,080,000 pounds, spun rayon from 250,320,000 to 621,840,000 pounds, and syn- 
thetic fibers, including nylon, from 14,299,000 to 93,452,000 pounds. 

While domestic consumption of textiles leveled off under a deflationary pro- 
gram introduced in mid-1957, exports this year did not bear out hopes of con- 
tinued expansion, partly because of a foreign exchange shortage in southeast 
Asia and partly because of Communist Chinese competition. 

Piece goods decline: Exports of cotton piece goods declined to 722,249,000 
square yards in the first 7 months of 1958, compared with 808,008,000 in the 
1957 period. 

Some branches of the textile industry that fared better than others at the 
outset of the recession now are becoming involved. Prices of raw silk have 
declined sharply because the Government has indicated that it may lower the 
support price for raw silk to a realistic level. Producers of nylon, which used 
to sell at a premium, also have cut prices and restricted output. 

The rayon manufacturers propose that more rayon should be mixed with 
cotton and wool to save foreign exchange required for imports. The cotton and 
wool spinning mills suggest that expansion of nylon and other manmade fiber 
plants should be stopped immediately. 


Mr. Rusty. If this type of competition were held in check the de- 
mand for silk fabrics could be expected to increase, and with it the 
demand for raw silk, which is supplied almost exclusively by Japan. 
We estimate that if the Japanese restrained themselves we could 
double raw silk consumption over the next 5 years to our mutual bene- 
fit. If the American industry falls, not only will raw silk exports 
from Japan be further substantially reduced, but Japan will not even 
benefit through increased piece goods sales, as without stimulation 
from American manufacturers the entire market will decline and fall 
away. 

(Tables 1 and 2 are as follows:) 

TABLE 1.—Fabric imports of silk piece goods from aJpan to United States; 


domestic production of silk piece goods; and United States mill consumption 
of raw silk for years 1955-57 











| Percent 
1955 1956 1957 | change. 
1957 over 
1955 
Fabric imports of silk piece goods from Japan,! | 
millions of square yards-_------ 15 28 -— +180 
Domestic production,? millions of linear yards_- 43 41 28 —35 
United States mill eeenpticn of raw silk,’ 
IE in nd coendiiecetacnencvs 7.2 7.2 5.6 —22 








1 Source: Central Raw Silk Association of Japan. 
Source: Bureau of Census, Department of Commerce. 
3 Source: Bureau of Census, Department of Commerce. 
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Taste 2.—Comparison of imports of silk piece goods from Japan to United 
States with domestic production for years 1955-57 





[Millions of square yards] 
| 1955 | 1956 1957 
Fabric imports of silk piece goods from Japan !__.........-.--- | 15 | 28 42 
Domestic production ? 3___._.___--- asad einen ca 50 48 33 
Ratio of imports of silk piece goods from Japan to domestic | 
SPROUTING: COUROUNIE inne os «Son cece cussaunsenwusesaeess | 30 58 127 





1 Source: Central Raw Silk Association of Japan. 
2 Linear yardage converted to square yards on basis of average linear width of 42 inches. 
3 Source: Bureau of Census, Department of Commerce. ‘ 


Senator Pastore. Thank you very much, Mr. Rubin. Any ques- 
tions? 

Senator THurmMonp. No questions. 

Senator Pastore. Thank you very much, sir. All right, Mr. Jack- 
son. 


STATEMENT OF ROBERT C. JACKSON, EXECUTIVE VICE PRESIDENT, 
THE AMERICAN COTTON MANUFACTURERS INSTITUTE 


Mr. Jackson. Mr. Chairman, gentlemen, my name is Robert C. 
Jackson, of Washington, executive vice president of the American 
Cotton Manufacturers Institute, which has its New York office at 
10 East 40th Street. 

My purpose in appearing before you today is threefold. One, to 
summarize briefly some broad and general impressions which seem 
to have been generated by the committee’s hearings; two, to supple- 
ment the testimony you received at Washington from our president, 
Mr. Halbert M. Jones of Laurinburg, N. C.; and three, to suggest for 
your consideration some courses of action which seem to be indicated 
as desirable. 

In the beginning, let us express our appreciation for the dignified, 
businesslike, and earnest manner in which you have carried forward 
your study. Our industry leadership has been impressed by the sin- 
cerity, the helpfulness, and the fairness which have marked your 
hearings. We are confident the work of this committee is in the best 
interest of the textile industry and the Nation. The report you will 
make to your colleagues in the Congress, we believe, will have great 
poteitial value for many years to come. 

I hope you won’t be disturbed by the lengih of this statement. I 
shall summarize it in part and move through the balance rapidly, and 
I assure you it is an honest expression of the sentiment of the leaders 
in the industry. 

Senator Pastorr. Thank you very much. 

Mr. Jackson. The pledge of industry cooperation with the commit- 
tee given you by Mr. Jones, and repeated by other witnesses, remains 
in effect. It is our desire to do everything possible to assist you in 
acquiring information for your guidance, and further, to help you 
implement your recommendations. 

Now let us examine briefly some pertinent facts about the Amer- 
ican textile industry which have been established clearly in your hear- 
ings thus far. The record is a study in almost irreconcilable con- 
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trasts. On one hand there is an array of plus factors; here is an 
industry that has made and is continuing to make contributions to the 
welfare and security of the Nation that are not surpassed by any 
other. On the other, there is a list of minus factors, evidence that 
this industry has not shared fully and justly in a dynamic expansion 
of our Nation’s economic welfare. 


THE PLUS FACTORS 


In a period when the economic stability of the country has been 
threatened by dollar inflation—and, in the opinion of many experts, 
still is—the textile industry has been the one restraining influence 
among all the major industries. Using the 1947-49 average as a 
base period of 100, the wholesale price index for textiles and apparel 
in August 1958, stood at 93.3 as compared with 126.1 for all industrial 
commodities. Stated differently, textile and apparel prices are 32 
percent below the level of other manufactured products, using the 
established period of 1947-49 as a base. 

Think what it would mean to the budgets of individuals and the 
Government if the rest of American industry could match this per- 
formance. The small automobile that sells today for $3,000 would 
be priced at $2,150; the small home that sells for $15,000 would be no 
more than $10,600; and the small apartment that rents for $90 per 
month would be nearer $60. 

This record has been achieved in the face of generally rising costs 
throughout the manufacturing segments of the economy. FE very- 
thing considered, this is almost unbelievable performance—one that 
the American public has not begun to appreciate. 

Second. Since 1947 the industry has increased its productivity 48 

ercent, a record probably unmatched by any other big manufactur- 
ing operation. Those who critize the textile industry for what they 
term its backwardness—both in and out of government—are shocked 
upon learning this fact. 

Third. Considering its price structure and its earning record, the 
industry has demonstrated amazing progress in modernizing and 
streamlining its manufacturing operations and its distribution tech- 
niques. During this series of aspen you will see an exhibition of 
properts that are new and different in textiles. Better than any word 

escription, it will tell the story of progress in market analysis, mar- 
ket and production development, technical research and selling re- 
sourcefulness. In fact, a careful analysis of textile products being 
sold today—wearing apparel, household items, and industrials—un- 
doubtedly will indicate that substantially more than half the total 
volume of current textile production is represented by items that are 
new or different or better, as compared with the output of the industry 
10 years ago. This achievement is in line with the best of American 
industry. 

In that connection the figure of $1714 million has been mentioned 
as an annual measure of the amount of funds spent on research in 
connection with cotton textiles and about 75 million for manmade 
fibers. These are incomplete figures; they do not tell the whole story. 

Please note the report of the National ndustrial Conference Board 


in September 1958 Business Record which reflects substantial ex- 
penditures by the larger textile companies in the research field. Two 
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of the firms cooperating in the survey reported 1957 research ex- 
penditures as 3.5 percent of sales. Four others had figures of 1 or 
more een These textile product company outlays compared 
favorably with many other industries reported upon. 

But actually, the everyday operation of the mills necessitate huge 
expenditures for applied research that never find their way into 
statistical studies. 


The fact is there is a constant search by all textile companies, re- 
gardless of size, to reduce costs, improve quality and produce new 
ards or fabrics. Expenditures for this pu are not always al- 
ocated to a research column so it is virtually impossible to place 
an accurate dollar figure on what the industry does in this regard. 
We submit that the vast array of new products you will find in the 
market place and which you will see demonstrated today, attests to 
research activity. 

Now the fourth plus factor, the vital essentiality of the textile in- 
dustry to the national economy has been dealt with in considerable 
detail by numerous witnesses, Suffice it to say here that it is the 
ene of indispensable goods at all times, a source of employment, 

irectly and indirectly, for millions of men and women, and a con- 
sumer of billions of dollars’ worth of material and services. Instead 
of expanding this point further, Mr. Chairman, we request permis- 
sion to submit for your staff, a sort of documented presentation for 
the committee. 

Senator Pastore. I would rather see it in the record. 

Mr. Jackson. We will submit that a little later, if we may. 

(Material subsequently submitted by the witness follows:) 


MEMORANDUM ON “THE TEXTILE INDUSTRY’S SIGNIFICANCE IN THE NATIONAL 
EconoMy,” PREPARED FOR THE AMERICAN COTTON MANUFACTURERS INSTITUTE 
BY Dr. CLaupius T. MuRcHISON, CONSULTING ECONOMIST, WELLFLEET, MASS., 
DaTED NOVEMBER 13, 1958. 


In previous congressional hearings, the economic and social significance of the 
textile industry has been referred to from time to time as it happened to relate 
to a particular problem, or problems, then under discussion. It is my thought 
that it would be helpful to bring together in a single whole the various aspects 
of the industry’s role in the total economy. I realize that, in the brief time 
allotted to me here, an attempt to present an Overall view of the industry’s . 
significance must confine itself to basic essentials and to the single purpose of 
making clear the industry’s place in our national life. 

The first factor to consider in the evaluation of an industry is the character 
and essentiality of its products. It is customary to point out that textiles stand 
with food and shelter as constituting 1 of the 3 indispensable needs of civilized 
people. This is of course true, but textiles go far beyond the requirements of 
individual needs. They have a universality of use which reaches into virtually 
every realm of human activity and expression. 

In their use as apparel they are indispensable to every man, women, and 
child, but this use is not solely for warmth and protection. It is also more than 
a use for work or for play, rest or relaxation. It broadens into a use for the 
expression of taste, personality, fashion, and social convention. In all these 
varieties of use, the well-being and happiness of a people are reflected, with 
the result thatp robably no social force is more general or more persistent than 
the demand for new designs, colors, textures, weaves, qualities, and utilities 
in textiles. Satisfying such changes of demand is perhaps the greatest test 
of industry progress. 

A well known textile manufacturer recently stated that “practically every 
item in an individual’s wardrobe has been completely altered in structure or 
composition in the past 10 years.” He pointed out that the innovations included 
“wash and wear fabrics, crease retentive and crease resistant suitings, non- 
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woven fabrics, pile furlike fabrics, metal-coated fabrics, stretch and hosiery, 
embossed fabrics, silicone finishes, and a host of other items. * * *” 

The panorama of textiles is a moving panorama and it is kept in motion by 
an industry which knows that the essence of progress is the satisfaction of its 
customers, and brings to that task the utmost of resourcefulness, market anal- 
ysis, manufacturing skill, and technological advancement. Nothing could be fur- 
ther from the truth than the notion held by so many that the textile industry 
is a simple mechanical operation producing automatically the fabrics needed 
for a readymade demand. Automation in the primary production processes is 
no substitute for brains, but actually intensifies the demands on technical skills, 
Scientific research, the application of the arts, product inventiveness and the 
understanding of consumer appeals. 

There is very little of the automatic in the fact that the American people 
revel in the most fabulous apparel supply in the world, the most varied, the 
most attractive, the most suitable to every need and whim, the most abundant, 
the most individualistic and, withal, the cheapest, if prices are considered rela- 
tive to the wage structure. 

That same completeness and versatility of service which American textiles 
supply in the form of apparel are likewise supplied to the American home. 
Here resides the supreme institution of our society, the family. It has become 
a truism that the health, happiness and mental attitudes of the family are 
conditioned by the nature of its dwelling place. Of all the physical factors 
which contribute to the joy of living inside the home, textiles are the most im- 
portant. Curtains and draperies, rugs and carpets, upholstered furniture, 
spreads for bed and couch, throws for chests and tables, a well stocked linen 
closet for bedrooms and dining room, colorful towel ensembles, all of these 
things and many more in almost endless number and infinite variety. They are 
among the finest expressions of our standards of life and taste. 

Following further the seemingly boundless versatility of textiles takes us 
far into the area of other industries, where many textiles are used as opera- 
tional equipment, or given the form of specialized products, or components of 
products. The National Cotton Council has listed scores of such uses, but our 
purpose here is served by a few examples: tire cord, machinery belts, abrasives, 
filter cloth, tarpaulins, fish nets and lines, seat covers, laminated plastics, rub- 
ber-coated fabrics of many kinds, industrial thread, tobacco cloth, tapes, and 
many others. 

The universal need for textiles as major factors in our national life requires 
one more case reference of the highest importance—the significance of textiles 
to our Armed Forces. The highly technical and specialized nature of this sig- 
nificance is not generally understood. Too many people dismiss the subject 
as did the State Department official who was asked by a congressional com- 
mittee whether he considered the textile industry as essential to the national 
defense. Leaning back in his chair, he explored the ceiling for a while and 
then replied, “Well, the soldiers do have to wear clothes.” 

Now the textile equipment for national defense requires much more than 
clothes and even the clothes are exceedingly specialized and varied to meet all 
conditions and types of warfare. For each end use in view, every fabric must 
be made according to the most exact technical specifications regarding the 
materials used, the type of yarn, the character of weave and the nature of 
finish. There are separate specifications and designs according to whether 
the garment is to be used on land, sea or in the air. There are also separate 
requirements according to whether the garment is to be used in the Tropics or 
in the Arctic, in the jungle or on the mountains, in the desert or in the 
stratosphere. 

As for textile military equipment other than clothing, the items are legion 
and the quantities are vast. The layman immediately thinks of camouflage 
cloth, tentage, machinegun belts, parachutes, tarpaulins, sleeping bags, gun 
covers, surgical and hospital equipment. To the expert these are only a be- 
ginning. 

Textile executives and supply officers in the various branches of military 
service are under no illusions as to the essentiality of the textile industry in 
times of major war. They know that the difficulties and demands of the future 
will far surpess anything previously experienced, with respect to technical and 
specialized requirements. They also know that the facilities of production 
and transport:tion will be the targets of the next major war and that emergency 
needs will extend to vast numbers of the civilian population as well as to the 
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military. All of the foreseeable contingencies establish beyond any reasonable 
doubt that failure to maintain a strong and efficient textile industry could be 
a major cause of ultimate national defeat. 

This brief review of the role of textile products in the social and economic 
structure of the United States reveals their indispensability both in war and 
peace. Insofar as material things are concerned they are a large part of that 
category which conditions the very essence of our civilization in time of peace. 
With equal certainty they are essential components of our power to survive 
in time of war. 

Seeing and comprehending these facts is bound to stir a great new surge of 
interest in the industry which has created them. Its branches are many, its 
units run into the thousands, its materials include all commercial fibers, those 
which are manmade, as well as those of natural growth. Its principal areas 
of activity are in the South and Bast, yet very substantial portions of its opera- 
tions are located in virtually every State of the Union. It is the predominant 
economic support of many hundreds of communities. The great breadth and 
variety of its operations, both territorially and functionally, are factors which 
promote technical progress and the almost unlimited coverage of textile pro- 
duction. But at the same time, they weaken the industry’s powers of resistence 
to the buffetings and blows of economic and political misfortune. To cope with 
its problems, it has no spearheads, no assault columns, no commander in chief. 
Its ranks are long, but thin, and easily pierced. 

The economic measurements usually applied to the industry, though impres- 
sive, fall far short of indicating its full significance. This was made partly 
evident in our discussion of the industry’s products. It becomes overwhelm- 
ingly so as we proceed with our word picture of its total role. 

We all know that it employs directly about a million workers, but this is only 
a fraction of the employment it indirectly creates. It is no news that it pays 
directly an annual wage bill of about $3.3 billion, which, added to salaries and 
other individual income payments, reached last year about $4.2 billion. Well 
known are its factory sales, at wholesale, which approximated last year $13 
billion. 

In a true economic sense, such figures are fractional, partly because of the 
industry definition which does not include the apparel trades and many other 
corollary textile activities, and partly because of other industries which are 
wholly or in large part directly dependent on the textile industry. 

Despite their classification as a separate industry, the apparel trades are an 
integral part of the textile manufacturing industry as truly as a roof is an in- 
separable part of a house. So considered, the measurements of the apparel 
trades, when added to those mentioned above, just about double the industry’s 
magnitude in certain important respects. The combined employment figure 
rises well above 2 million, or about 13 percent of the total manufacturing em- 
ployment of the United States. The combined cash payments to individual in- 
come become $8.5 billion, or about 8 percent of the national total from manufac- 
turing. Combined sales, at wholesale, approximate $22 billion. It is noteworthy 
that, in making these great additions to the industry total, the apparel trades 
are takers of only about 40 percent of aggregate mill production. Were it pos- 
sible to include here the values added and the employment required by the many 
industries that use textile materials as product components, or as complemen- 
tary goods, or as facilities and instruments in production operations, the totals 
would be vastly increased. We need mention only the automobile and tire manu- 
facturers ; the manufacturers of aircraft and railway passenger cars; the chem- 
ical industry ; the manufacturers of furniture, shoes, and zippers; the manufac- 
turers of bags and belting, as examples to suggest the many and important ways 
by which textiles supply the means to facilitate and expand the total production, 
employment, and income of our economy. 

We have thus far viewed the industry in its role as supplier to the American 
consumer, American industry, and American defense. It is perhaps valid to say 
that its role as a market, as a customer, as a buyer of the products and services 
of others is even more dramatic. 

It is in an overwhelmingly degree the predominant buyer and user of Amer- 
ican cotton. It uses from two-thirds to three-fourths of the domestic crop, and 
in certain years since World War II the percentage has been even higher. Under 
reasonably normal conditions, it will pay to the farmers annually from $1.5 to 
$2 billion. Thus, a million cotton farms and the several million people living 
thereon look to the domestic textile industry as their chief source of income. 
The dependence on the American industry is so great and the values involved 
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so tremendous that a continuing decline of domestic manufacture would soon 
make impossible any program of Government support that could sustain the 
prosperity of our cotton agriculture. 

Much the same type of situation, though smaller in scope, exists between our 
wool manufacture and woolgrowing. The domestic woolen industry is virtually 
the sole market for homegrown wool. A closely related factor is the country’s 
need for mutton and lamb chops. Sheep and lamb culture on an economic scale, 
therefore, requires allocation of cost and price as between meat and fiber, and 
in the maintenance of this balance, with desirable volume, the wool consumption 
of the domestic industry is essential. Without it, the difficulties of the wool 
program would be insurmountable. 

These relationships of domestic textile manufacture and fiber agriculture are 
extremely sobering considerations in our appraisal of the role of the textile 
industry. They lay before us the immovable and unalterable fact that great 
areas of farm and ranch, better measured not in acres but in thousands of 
square miles, and their resident population of millions, must look to the domestic 
textile industry as the most important safeguard they have. 

The textile industry is the chief market and processor of still another type of 
raw material—domestically produced manmade fibers. These fibers now have 
the equivalence of over 3 million bales of cotton. For a number of chemical 
companies they have become a major product. In terms of employment, wages, 
and capital investment they have become a significant part of the great textile 
complex and have contributed greatly to its scientific and technical progress. 

Aside from fibers, our industry is a large-scale purchaser of many other chem- 
icals, such as dyestuffs, starches, mercerizing chemicals, and numerous com- 
pounds for the treatment of yarns and fabric to achieve new physical properties 
or to provide new and improved finishes. Altogether, the purchases of chemicals, 
including fibers, would be in the neighborhood of half a billion dollars. 

No major manufacturing industry makes more intensive use of plant and 
equipment. As standard practice, they serve three 8-hour shifts of workers each 
day, and normally operate around the clock 5 days a week, and sometimes more. 
Hence, investment per worker is somewhat less than in the heavier industries; 
yet stockholders’ equity is in excess of $5 billion and total assets approximate 
$10 billion, as reported by the Federal Trade Commission. Capital-goods pur- 
chases since 1947 for modernization purposes have exceeded $5 billion. Given 
a condition of only fair prosperity, the industry will make half a billion of new 
capital investment annually. This is the stake that the equipment and ma- 
chinery manufacturers have in the industry. 

Within its areas of concentration, the industry is the chief economic support 
of the public utilities of power, transportation, communications, and banking. If 
textile business is tied in with the tremendous operations of the associated cotton 
economy, we have the combination which supplies life and growth, as can no other 
source, to all the utilities and public institutions of those areas. 

From this concept of basic realities, there is only a step to another which is 
vastly more significant. I have reference to the many scores of communities, 
ranging in size from small cities and average country towns to straggling villages, 
where employment, predominant income, and the entire pattern of organized 
living depend wholly, or in large part, on some form of textile manufacture. 
These communities are most numerous in areas not otherwise substantially 
industrialized, if at all. Only those who have traveled intimately over these 
areas can realize that such communities for tremendous numbers of people are 
the sole dispensers of modern living. They are the centers of local trade, of 
merchandising, of professional services, of entertainment, of schools, lawyers, 
doctors, and hospitals. Let the chief production activity of this little town 
collapse, the entire community languishes and dies. Such human tragedies, and 
there have been many of them, are of necessity part of the picture of our industry. 
We must preserve its role as the foundation of the social and economic structure 
of so many communities and of the wide regions which embrace them. We must 
preserve its role as the patron and guardian of cotton and wool agriculture, its 
role as the partner in the production operations of so many other industries, its 
role in the national defense, its role in supplying so great a portion of the 
amenities of modern life and civilization to the American people, and, finally, its 
role as creator and distributor, in the ways we have described, of at least 10 
percent of the total national income from manufacturing operations. We do not 
know of anything else in our economy which should have higher priority. 
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Mr. Jackson. So the story goes as it has unfolded before this com- 
mittee. We think one of the real and lasting contributions you can 
make is to tell the Congress, the administrative branch of the Gov- 
ernment, and the public something of this performance record. For 
too long there has been misinformation on the subject; the record 
needs to be set straight and you are in a position to help do it. 

Now the minus factors. We examine briefly some of the sharply 
contrasting economic facts gathered by the committee during the 
hearings. On the negative side industry trends show: 

(1) Profits in the textile mill products industry, after taxes, have 
been dwindling since 1947. They averaged four-tenths of a cent per 
dollar of sales in the first quarter of 1958. 

(2) Expenditures for plant improvement and modernization have 
also been going downward since 1947. The anticipated outlay for 
1958 is 35 percent below the 1957 level of $408 million. 

(3) Consumer expenditures for clothing are also falling off. 

(4) Consumption of all fibers in the United States textile mills 
has been decreasing while the per capita consumption of all fibers 
has been falling at a more rapid rate. 

(5) And, naturally, employment in textiles has followed the same 
trend, the September figure some 29 percent below the 1947 level of 
1.3 million. 

What this all adds up to is that the industry has not shared any- 
thing like equally in the Nation’s economic expansion; investors have 
not received a fair return for their risks; research, market develop- 
ment, and promotion on the desired basis have been a financial im- 
possibility ; textile wages are not at a level that is satisfactory in the 
eyes of either management or the worker; and, of great importance, 
manufacturing capacity of the industry has been reduced to a level 
which, in the opinion of our most experienced industry leaders, would 
not be adequate to meet military and civilian requirements in the 
event of a national emergency. 

It is almost inconceivable that a major American industry, pro- 
ducing an absolutely essential product, with a record of such positive 
performance on the one hand could have been the subject of such 
adverse circumstances on the other. As these facts have emerged, 
questions posed for the committee are: Why? What are the factors, 
peculiar to this industry, which seem to have produced such a 
situation ? 

In efforts to throw light on these questions, witnesses have not 
sought to dodge the fact that the industry has its internal problems 
of production management, marketing, product development and 
promotion, technical and market research, personnel recruitment, and 
so on. At the same time, I believe the committee will agree that, 
considering the resources at its command, the industry record indi- 
cates it has performed outstandingly in all of these areas and has 
demonstarted clearly that it has the ability and determination to deal 
with its internal problems, given the advantage of an even break— 
profitwise—with the rest of American industry. In fact, it seems 
firmly established that the industry is more alert to its internal prob- 
lems today than at any time in its history and is well on the way 
toward solving its major problems, particularly if distracting Gov- 
ernment influences can be minimized. 
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But, it has been established also that the industry is beset with prob- 
lems that are external—problems over which management has virtu- 
ally no control. Yet they are factors which, in combination, exert 
excessive influence on the ability of the textile industry to compete in 
the total economic structure of the country. These are factors grow- 
ing out of Government policy. 

It seems to be clear that while the textile industry shares with other 
business the impact of broad Government policy in matters of taxation, 
labor, national defense, et cetera, a special set of circumstances forces 
it to carry much more than its share of restrictive or retarding influ- 
ences. Among these circumstances which are peculiar to the industry 
are: 

(1) A raw material situation that is unique. The industry is virtu- 
ally dependent upon Government action for its chief raw material— 
cotton. 

(2) Textile manufacturing has figured largely in the Government’s 
efforts to help underdeveloped countries improve their economic status. 
Increased output of these new offshore industries have affected the 
domestic industries markets. 

(3) The competitive character of the industry generally is such that 
any external influence tending to increase price or product competition 
is more quickly and directly felt than perhaps in any other industry. 

In previous testimony it was established that the shade of difference, 
in any 1 year, between the record of this industry’s progress, and the 
average achieved by others, has been small. The problem is that the 
trend has been steady, and cumulative. 

On many occasions representatives of Government have admitted to 
our industry that this or that policy or action has some detrimental 
influence. But they usually add that it doesn’t hurt us “much.” The 
record has shown that there is a vast difference to an industry between 
growth and contraction. The extent of annual change does not have 
to be great to make the difference between health and reasonable profits 
on the one hand, or deterioration, bad times, and short time on the 
other. A continuous market loss of even 1 or 2 percent annually over 
an extended period of time becomes a drastic situation, particularly 
when such contraction exists during a general economic expansion. 

William Sullivan of the Northern Textile Association has developed 
that point in previous hearings rather extensively. 

Considering all the facts presented to you, are is good reason to 
contend that the extraordinary influences of Government, to which this 
sever? is subject, represent that small shade of difference that is so 

eadly. 

From a wealth of testimony by some of the industry’s best informed 
spokesmen certain unassailable facts have emerged : 

(1) The industry has been deprived of old markets and new market 
opportunities, at home and abroad, by goods produced in other nations 
under wage and working conditions far inferior to United States 
standards. 

(2) Individual industry management has found it impossible to 
discipline its production and selling policies, in keeping with the gen- 
eral United States industrial pattern, in the face of uncontrolled im- 
ports at completely unpredictable levels of both volume and price. 
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(3) We have seen the United States government stimulate the 
expansion of textile-producing facilities in ae areas of the world 
despite an already existing excessive capacity. This action has been 
taken even though the growth of the domestic industry has been 
arrested not only by textile imports but also by competition from 
nontextile products flowing from industries free of excessive Gov- 
ernment influence. 

(4) It has been hamstrung by a Government cotton program 
featuring a controlled price for the domestic manufacturer and a 20 
percent lies price for his foreign competitor. This program in 
turn provides no safeguards against a return of this cotton in the 
form of manufactured goods while a rigid import quota on foreign- 
grown raw cotton forces the domestic manufacturer to use the higher 

riced domestic product. It is a system of double standards, paid 
or by the Federal taxpayer and detrimental to the domestic textile 
industry. 

(5) Our industry has watched the Government’s foreign aid ad- 
ministrators, over the years, spend hundreds of millions of dollars 
for textile products with the bulk of the buying from offshore pro- 
ducers. It is understandable that foreign manufacturers, many of 
them in plants financed by the United States Government and run- 
ning American cotton bought under a double-standard pricing system 
or acquired otherwise at United States taxpayers’ expense, could 
price their goods below our domestic industry. 

We appreciate the jurisdictional limitations of this committee. 
However, we feel that because of your exhaustive study you will be 
recognized by other committees of the Congress and the adminis- 
trative branch as an authoritative source of information about the 
textile industry. It is therefore our hope that in those instances 
where there seems to be clear agreement between this committee and 
the industry regarding its needs, you will make recommendations to 
other committees of Congress and to the executive branch, even 
though the subject matter may not fall within the jurisdiction of 
your committee. 

Actually, in many cases we have concluded that our difficulties with 
Government policy are not attributable to the laws themselves, as you 
discussed a few moments ago with Mr. Wilkinson, but rather to inter- 
pretation and administration. There is little doubt on the part of 
many of our leaders that the intent of Congress often has been ignored 
by the administration, not necessarily from malice but from an over- 
abundance of zeal to achieve a particular objective and without regard 
to its impact on one of America’s basic industries. In fact, with the 
exception of the two-price cotton system, which is legislated, a solu- 
tion to this industry’s major problems, generated by foreign trade 
and foreign aid policies, can be readily solved within the framework 
of present law. It is a tragic situation, indeed, that the authority 
granted by the Congress for just such unfair and unwarranted situa- 
tions has not been utilized. 

Now first, cotton policy. Unless an opportunity to move further 
in the direction of a one-price cotton system occurs during the next 
session of Congress, we recommend that the legislation enacted dur- 
ing the last session of Congress—which is a step in the right direc- 
tion—not be changed. 
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Incidentally, under this law, it is within the province of the Depart- 
ment of Agriculture to determine how the cotton, obtained under its 
urchase program, will be marketed. It is tremendously important, 
rom the standpoint of the whole cotton industry, for the cotton to 
be kept in the y of private trade and not bogged down in awk- 
ward Government procedures. The support of this committee for 
such an objective will mean much to the industry, to the farmers, mer- 
chants, and mills alike. 

For the future, we urge your full support for the objective of a one- 
price system which will eliminate the discrimination now being prac- 
ticed against the domestic manufacturers of cotton textiles. 

At the hearing in Charlotte, you heard testimony from Mr. C. A. 
Cannon regarding the disastrous effects of the cotton policy we have 
followed during recent years. You have received much additional in- 
formation on the subject, and we know you are thoroughly familiar 
with all its inequities. 

Actually, the two-price system is nothing more than a processing 
tax on domestically produced textiles, levied on cotton at the time o 
purchase rather than the manufactured goods when they are sold. 
And one of the darkest chapters in the history of the industry was its 
experience with a processing tax back in the midthirties before the 
tax was declared unconstitutional. 

As mentioned a moment ago, Mr. Chairman, we contend that this 
factor, this small shade of ee accumulative over the years, can 
become the difference between progress and contraction. 

Senator Pastore. Would you put that in the alternative? If that 
ive not desirable ought it to be added onto the imports—the differen- 
tial ¢ 

Mr. Jackson. I am sorry, would you restate it? 

Senator Pastore. You have said that you are opposed to the two- 
priced system. 

Mr. Jackson. Yes, sir. 

Senator Pastore. Realizing the fact that the cottongrowers are try- 
ing to meet the competition of the world market, which obviously is 
the reason for the two-priced system, then if that could not be invoked, 
that is the 1-price system, would you state it in the alternative then 
that all imports would have to add the differential on the tariff? 

Mr. Jackson. That certainly would be the only fair way to deal 
with it. They already provided, as you know, Senator, an offset 
equalization fee on exports. But there is no offset at all on the 
imports. 

enator Pastore. I realize that. 

Mr. Jackson. Second, foreign trade: Having studied the problem 
extensively, both from the standpoint of the United States industry 
and foreign manufacturers, and having sought the most informed 
advice from friends in the Congress, from representatives of Govern- 
ment, and from other industries, we are firmly convinced that the only 
workable, lasting solution to the problem of low-wage imports is a 
reasonable system of import quotas, established on a category basis, 
to insure that whatever level of imports is decided upon will be spread 
equitably over the whole pattern of United States production. 

As much as any other important segment of our economy, the 
American textile industry understands and appreciates the necessity 
of foreign trade as an adjunct to our economic and political survival. 
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In fact, having been forced to deal with the subject at very close hand, 
our industry leadership probably knows more about all the ramifica- 
tions of trade policy than does the leadership of most other industries. 

The record of the hearings is filled with detailed testimony about 
a foreign trade policy that has fallen with unequal and unfair impact 
on the American textile industr y; a policy that has not only encour- 
aged but actually invited unneeded textile imports from low-wage 
countries at prices we can never match, no matter how efficient we may 
become. You will hear further expert testimony about the far-reach- 
ing repercussions of these imoprts on the industry’ S price-and-profit 
structure, bearing out the point you made, Senator, about the 3 per- 
cent, creating economic chaos far greater than would be indicated by 
the qualities involved. 

Right here, Mr. Chairman, let us say that a lot of this talk about 
the “immorality” of import quotas is perfectly ridiculous. The fact 
is that quotas, properly used, can be a distinct asset to the administra- 
tion of our foreign trade policy. It is the only practical method for 
insuring an equitable import pattern, not only for an importing coun- 
try, but also for all exporters of a given commodity. On the other 
hand, a tariff structure very easily can have the effect of barring im- 
ports from one friendly nation, while encouraging them from another. 

For much too long there has been a holier-than-thou condemnation 
of anyone advocating the use of quotas. The Congress obviously, has 
not concurred; on the contrar y, it has included specific quota author- 
ity in every extension of the Trade Agreements Act. And the execu- 
tive branch for years has sanctioned “the use of import quotas for a 
wide range of agr ea, commodities. 

Senator Pastore. If it is immoral for us, why do we expect the 
Japanese to do it voluntarily ¢ 

Mr. Jackson. You know the campaign generated throughout 
the country saying there is something morally wrong about quotas. 

No new legislation is necessary “for the employment of import 
quotas. In the recent renewal of the Trade Agreements Act, there are 
two specific authorities for import quotas—(1) the escape clause pro- 
cedure, and (2) the so-called national-security provision. And under 
section 22 of the Agricultural Adjustment Act there is additional 
authority for quotas on cotton textiles. 

In this connection, Mr. Chairman, we ask permission to submit for 
the record a memorandum detailing these specific authorities. It has 
been prepared by an attorney and we think it will be helpful to your 
staff. 

Senator Pastore. I appreciate it and it will be included at this 
point. 


MEMORANDUM SUBMITTED TO Rospert C. JACKSON, EXECUTIVE VICE PRESIDENT OF 
THE AMERICAN COTTON MANUFACTURERS INSTITUTE, BY DENSLOW & HARTMAN, 
ATTORNEYS AND COUNSELORS AT LAW, WASHINGTON, D. C., DATED SEPTEMBER 
25, 1958 


This memorandum is in response to your Oral request, and reviews briefly the 
principal provisions of law under which it would be possible under certain cir- 
cumstances to obtain the imposition of import quotas on textile products through 
administrative action. 

The principal provisions of law which authorize the imposition of import 
quotas are as follows: (1) section 7 of the Trade Agreements Extension Act of 
1951, as amended (19 U. 8S. C. A. 1364), commonly known as the escape clause, 
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(2) section 8 of the Trade Agreements Extension Act of 1958 (Public Law 85- 
686), commonly referred to as the national security provision, and (3) section 
22 of the Agricultural Adjustment Act of 1933, as amended (7 U. S. C. A. 624). 

(1) Section 7 of the Trade Agreements Extension Act of 1951, as amended, 
requires the United States Tariff Commission upon the application of any 
interested party to make an investigation and a report thereon not later than 6 
months after the application to determine whether any product as a result of 
a concession with respect thereto made in a trade agreement is “being im- 
ported into the United States in such increased quantities, either actual or rela- 
tive, as to cause or threaten serious injury to the domestic industry producing 
like or directly competitive products.” If the investigation shows evidence of 
‘such injury or threat of injury, a public hearing is required to be held. If the 
hearing results in a finding that a product is being imported in such increased 
quantities as to cause or threaten such serious injury, the Commission is re- 
quired to recommend to the President the withdrawal, modification, or suspen- 
sion of the concession, “or the establishment of import quotas, to the extent and 
for the time necessary to prevent or remedy such injury.” If the President 
fails to carry out the recommendations of the Tariff Commission, he is required 
within 60 days to report to the Congress his reasons for not having done so. 
Thereupon the Congress has an opportunity within 60 days to express its ap- 
proval of the recommendations made by the Tariff Commission, whereupon the 
President is required to carry out the Commission’s recommendations within 
15 days. A two-thirds vote of each House is required. 

In making its determination with respect to the existence and threat of 
serious injury for increased imports the statute directs the Commission to take 
into consideration “a downward trend of production, employment, prices, profits, 
or wages in the domestic industry concerned, or a decline in sales, an increase 
in imports, either actual or relative to domestic production, a higher or growing 
inventory, or a decline in the proportion of the domestic market supplied by 
domestic producers.” A finding that increased imports have contributed “sub- 
stantially” toward causing or threatening serious injury to an industry is the 
equivalent of a finding that such injury has in fact been caused by and is being 
threatened by increased imports. Procedural regulations under the escape clause 
have been promulgated by the Tariff Commission and appear in title 19, Code 
of Federal Regulations, section 207.1 and following: 

(2) Section 8 of the Trade Agreements Extension Act of 1958 amends title 19, 
United States Code Annotated, section 1352 (a) to require the Director of the 
Office of Defense and Civilian Mobilization upon the application of any interested 
party to “immediately” make an appropriate investigation to determine the 
effects on the national security of imports of any article covered by a foreign 
trade agreement. If the Director finds that such article is being imported into 
the United States “in such quantities or under such circumstances as to threaten 
to impair the national security,” he is required to take such action as he deems 
necessary to “adjust” imports so that they will not so threaten to impair the 
national security, unless the President determines that such imports are not 
threatening to impair the naticnal security. 

As required by section 8, the Director is formulating procedural regulations 
for publication in the Federal Register in the near future. Since the statute 
does not require a public hearing, however, it is not likely that the regulations 
will provide for such a hearing as a matter of right. 

In making the determination with respect to the threat of impairment of the 
national security from imports, the Director and the President are required to 
give consideration to “domestic production needed for projected national defense 
requirements, the capacity of domestic industries to meet such requirements, 
existing and anticipated availabilities of the human resources, products, raw 
materials, and other supplies and services essential to the national defense, the 
requirements of growth of such industries and such supplies and services includ- 
ing the investment, exploration, and development necessary to assure such 
growth, and the importation of goods in terms of their quantities, availabilities, 
character, and use as those affect such industries and the capacity of the 
United States to meet national security requirements.” In the administration 
of the statute it is further required that the Director and the President “shall 
further recognize the close relation of the economic welfare of the Nation to 
our national security, and shall take into consideration the impact of foreign 
competition on the economic welfare of individual domestic industries; and any 
substantial unemployment, decrease in revenues of Government, loss of skills 
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or investment or other serious effects resulting from the displacement of any 
domestic products by excessive imports shall be considered, without excluding 
other factors, in determining whether such weakening of our internal economy 
may impair the national security.” 

(3) Section 22 of the Agricultural Adjustment Act of 1933, as amended, re- 
quires the Secretary of Agriculture to advise the President whenever he “has 
reason to believe that any article or articles are being or are practically certain 
to be imported into the United States under such conditions and in such quan- 
tities” (a) “as to render or tend to render ineffective, or materially interfere 
with * * * any loan, purchase, or other program or operation undertaken by 
the Department of Agriculture, or any agency operating under its direction, 
with respect to any agricultural commodity or product thereof,” or (b) “to 
reduce substantially the amount of any product processed in the United States 
from any agricultural commodity or product thereof with respect to which any 
such program or operation is being undertaken.” If the President agrees with 
the Secretary of Agriculture that there is reason for such belief, he is required 
to cause an immediate investigation to be made by the Tariff Commission, with 
opportunity for hearing to interested parties. If the President finds that such 
imports have been or are practically certain to be made, he is required to im- 
pose “such fees not in excess of 50 per centum ad valorem or such quantitative 
limitations on any article or articles which may be entered, or withdrawn from 
warehouse, for consumption as he finds and declares shown by such investiga- 
tion to be necessary” to prevent material interference with such agricultural 
programs or operations or to prevent such substantial reduction in the amount 
of product processed in the United States. It is further provided that no quanti- 
tative limitation may be imposed which “reduces the permissible total quantity 
to proportionately less than 50 per centum of the total quantity of such article 
or articles which was entered, or withdrawn from warehouse, for consumption 
during a representative period as determined by the President.” In the event 
that the Secretary of Agriculture reports to the President that a condition exists 
requiring “emergency treatment” the President is authorized to take action at 
once and without awaiting the recommendations of the Tariff Commission. 

Procedural regulations under section 22 have been promulgated both by the 
Secretary of Agriculture (7 CFR 6.2 ff.) and by the Tariff Commission (19 CFR 
204.1 ff.). The former provides that requests for action under section 22 should 
be submitted in duplicate to the Administrator of the Foreign Agricultural 
Service, and should include a statement of the reasons why such action would 
be warranted, supported by appropriate information and data. The Adminis- 
trator is authorized, but not required, to hold a public hearing. 


Mr. Jackson. And also, if we may submit either to the staff or 
record, as you like, we are having prepared a rather statesmanlike 
document, we think, by a real expert on the subject, on the intelligent 
use of quotas as an adjunct to the implementation of our foreign trade 
policy. 

Senator Pastore. All right, we will include that. 

(Following is the memorandum above referred to.) 


MEMORANDUM ON TEXTILES AND IMPORT QUOTAS PREPARED FOR THE AMERICAN 
CoTroN MANUFACTURERS INSTITUTB, BY Dr. CLAUDIUS T. MURCHISON, CONSULT- 
ING ECONOMIST, WELLFLEET, MAss., DATED NOVEMBER 13, 1958 


Throughout the world, quotas in one form or another are the most frequently 
used device for import regulation. In many countries they are the chief method 
of establishing the pattern of import trade as well as its total volume. Quotas 
are not always labeled as such. More often they are accomplished by exchange 
allocations, or import licenses, or the imposition of arbitrary exchange rates in 
selected cases, and other indirectly effective expedients. These practices will 
continue indefinitely in all countries that have ambitious programs of internal 
development. 

For some years, the quota method has been an integral part of United States 
import controls. It is essential to any program of Government price support. 
It is not only established policy in connection with programed agricultural com- 
modities but also has been used, under legislative authority, to control imports 
of goods manufactured from such commodities. Additionally, the powers con- 
tained in section 22 of the Agricultural Adjustment Act serve indirectly as a 
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basis for informal agreements with other countries limiting their exports to us, 
thus making unnecessary any unilateral action on our part. Vegetable and tree 
oils are cases in point. 

In the escape-clause provisions of the Trade Agreements Act, quotas are 
expressly authorized as a corrective of injury when deemed advisable by the 
Tariff Commission, and in the recent revision of the act there is further quota 
authorization in connection with concessious granted on essential defense 
materials. 

Yet the executive branch of our Government is opposed in principle to the 
use of quotas in trade policy and has implemented this opposition in every way 
possible through the provisions and procedures of GATT. It defends its position 
on the grounds that the quota method violates the concept of a free market, is 
unduly restrictive and arbitrary, and invites discrimination and retaliatory 
action. 

During the trade disruptions and currency instabilities following World War 
II there were many examples of such abuses. But these abuses are not in- 
herent in the quota method. It need not be either restrictive or discriminatory. 
If soundly conceived in accordance with carefully designed legislative criteria, 
quotas applied to certain types of imports can be, and are likely to be, more just 
and more constructive in trade relations than regulation accomplished solely by 
tariffs. 

From the American point of view, the use of quotas always has been, and be- 
eause of the nature of things, always will be highly selective. It can never be 
a general overriding trade policy and no informed person would want it to be. 

Let us take note of the basis on which this selectivity rests. In the first place, 
over half of our imports are on the free list and a substantial additional per- 
centage is subject only to nominal and unrestrictive duties. They are, in the 
main, raw materials and crude foodstuffs necessary to industry and to the di- 
versified consumption of our people. With respect to these things physical 
quantities are no problem. They are automatically and spontaneously deter- 
mined by the status of our economic activity and prosperity. It is obvious that 
this class of imports which easily exceeds 60 percent of the total is immune to 
quotas. 

A further substantial percentage of imports, which are dutiable, originates 
almost wholly in areas of almost uniform production costs. Wherever this is so, 
economically desirable import regulation falls logically within the range of 
appropriate tariff adjustments. Quotas would be needed only in those cases of 
unrealistic and excessive duty concessions. 

Accordingly, if we take into account the free and nominal duty imports, as 
well as those classifications just described which are amenable to sound tariff 
policy, there is left as a field of consideration for quota action probably not more 
than 20 to 25 percent of our imports. This assumes of course the maintenance 
of such quotas as are already embraced in national policy. 

Here the principle of selectivity with respect to quotas rests on a dual base. 
First, is its application to manufactured goods which are competitive with like 
or similar articles of domestic production. Second, is its application to imports 
whose countries of origin have widely diverse production costs. 

Where these conditions obtain, effective regulations of imports by uniform 
tariff rates is highly discriminatory to the higher cost countries. If rates are set 
to be fair to the higher cost countries, they cease to be effective with respect to 
the low-cost countries and the tariffs are therefore, in effect, nullified. The low- 
cost countries not only deluge the American market, but in doing so crowd out 
the imports from the countries of higher cost. 

Failure to recognize this dilemma accounts for the disastrous emergency con- 
ditions created by the trade agreement with Japan and the ensuing necessity 
for the informal establishment of quotas. Much ill feeling and economic distress 
still remain from this ill-advised trade agreement and from the uncertainties of 
the stopgap correctives which followed. 

How much better it would have been, had the quota arrangements been made 
in orderly and friendly fashion as part of the original agreement. The inci- 
dent has proved conclusively the fallacy of sole dependence on tariff rates in 
those cases where imports originate in areas of widely divergent cost. 

The necessity of accepting this truth and putting it into effect will grow 
more and more urgent as the Far East expands its production and manufactur- 
ing skills for the purpose of swelling its exports of competitive goods into the 
American market. 
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Mr. Jackson. All right, sir. 

We have no desire at this time to make specific suggestions as to 
which of these authorities should be utilized to obtain a reasonable 
pattern of import quotas. A number of considerations are involved, 
some of which this committee can evaluate better than those of us 
outside the Congress. Perhaps there can be further consultation on 
the subject. 

In connection with this subject I am sure the committee is aware 
of the cotton textile export control agreement announced in January 
1957 by the Japanese Government after long consultation with our 
own Government. 

Most United States textile industry people feel that the Japanese 
arrangement brought a semblance of order to the import pattern and 
that it has worked reasonably satisfactorily so far. 

While the arrangement was for a 5-year period, the two govern- 
ments do consult annually on details. Such consultations ‘usually 
occur about this time of year. It is now widely reported that the 
Japanese will propose certain increases in the quota for 1959. 

One of the basic considerations in the development of the Japanese 
program was to establish a relationship between imports and United 
States production. Thus, it would appear within the spirit of the 
program to reduce the total quota for 1959 in view of the fact that 
United States cotton textile production is down about 13 percent as 
compared with 2 years ago. Upward adjustment in the quota ceiling 
in the face of a depressed American textile industry would bro adly 
undermine United States industry confidence in the Japanese export 
control program. 

We urge this committee to endorse our position and so advise the 
executive branch. 

Third, the foreign aid program. With respect to the foreign aid 
program, we recommend : 

A. That no additional funds be allocated for increasing textile- 
producing facilities in any area of the world, pending a complete re- 
evaluation of the whole program, including its impact not only on the 
domestic industry, but on the textile industries of friendly nations as 
well; 

B. That the textiles purchased with United States aid dollars, for 
delivery to textile deficient area, be procured in the United States; and 

. That the administrators of the aid program establish and main- 
tain closer liaison with the domestic industry regarding actions and 
policies related to textile production and procurement. 

No additional legislative authority is required for the International 
Cooperation Administration, which administers our aid program, to 
comply with these recommendations, and we hope they can be pre- 
vailed upon to act administratively. However, if action is not taken, 
we strongly recommend that the Congress take the necessary steps 
when foreign aid legislation is considered in 1959. 

The record is clear that ICA is financing the buildup of textile- 
producing plants around the world, even though there 1s excess ca- 
pacity already in place, and even though the buildup i is depriving some 
of our foreign friends of their natural textile markets. At the same 
time, an examination of ICA commodity expenditures indicates that 
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for the first 6 months of this year their basic textile purchases were 
at the rate of $70 million annually with only 13.6 percent of the pro- 
curement in this country. In 1957 the percentage was even less. 

Everything considered, it is obvious that the United States textile 
industry is suffering as a result of our aid program, while many other 
segments of the economy reap benefits from it. 

No. 4, taxation: We urge a recommendation by this committee that 
the Treasury Department issue a revised table of depreciation sched- 
ules for textile machinery and equipment, the schedule being com- 
monly known as Bulletin F. 

We are not suggesting any special tax treatment for the textile 
industry. Actually, many of the newer industries fare comparatively 
better than does the textile industry under present depreciation sched- 
ules. The result is that our industry operates at a disadvantage in 
its constant modernization program. 

The Treasury Department has been considering the release of new 
schedules for some time, and early action definitely would be a shot 
in the arm for this industry and for its modernization program. 

Five, improved statistical aids: We recommend a strengthening and 
deepening of the work of the Department of Commerce in the field of 
textile statistics, the expanded program to be worked out after most 
careful consultation with industry representatives. 

As never before, the textile industry is developing new merchandis- 
ing approaches based on the findings of modern market analysis and 
research. Thus, the statistical services of the Federal Government are 
becoming of increasing importance to the textile industry. 

Also, an analysis of the industry’s economic status strongly suggests 
the need for greater discipline on the part of individual management 
in eanng its production and selling policies to the realities of the 
market place. To do this job intelligently, adequate statistical in- 
formation is a must. 

At the Clemson hearing you heard expert testimony on this subject 
by Dr. M. K. Horn, Jr. A review of his testimony will show clearly 
the scope and possibilities of an expanded service in this area—more 
in line with the services now being accorded to several other major 
industries. 

No. 6, continuing emphasis on committee recommendations: In 
order to provide a vehicle through which findings and recommenda- 
tions of the Senate committee can be emphasized and implemented, 
we suggest the formation of a properly accredited industry advisory 
council, composed of recognized industry leaders, to function under 
the auspices of the Secretary of Commerce. 

The terms of the Senate resolution under which you are now op- 
erating provides that your committee will complete its investigation 
and report to the Senate not later than January 31, 1959. Thus, un- 
less some plan is made to the contrary, it would appear that you will 
have completed your assignment by January 31, and that the last 
chapter of this investigation will have been written. 

In our opinion, that would be a tragedy. The members of your 
committee and staff have devoted much time and effort to this project. 
Many members of the industry likewise have devoted substantial 
effort to the investigation, and now place great hope and confidence 
in your findings and report. 
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Accordingly, we feel that there should be established some frame- 
work—some vehicle—for implementing and carrying forward the fine 
work of this committee. 

A suggestion has been made for the establishment of some sort of 
Federal textile agency with broad responsibilities. We see no need 
for the creation of any new Government department or agency to con- 
cern itself with the inner workings of the textile industry. In fact, 
we need less—not more—Government control and interference. 

On the other hand, there would seem to be precedent for an Ad- 
visory Council to operate through the Department of Commerce, one 
that would maintain close liaison with the membership of this Senate 
committee, and one which would meet. regularly with the Secretary of 
Commerce for complete explorations of progress in pursuing the com- 
mittee’s objectives. 

One such precedent is the Business Advisory Council of the De- 
partment of Commerce. Initially appointed by Commerce Secretary 
Daniel C. Roper in 1933—I think that is correct—it has operated con- 
tinually and, apparently, successfully, since that time. 

Certainly, it would seem that with the textile industry representing 
such an important and far-reaching segment of tiie American econ- 
omy, and with the facts clearly substantiating its unequal burden of 
Government influences and policies, there should be ample justifica- 
tion for the establishment of this Advisory Council. Perhaps a small 
staff would be in order to assist the Secretary with affairs of the 
Textile Advisory Council, just as there is for the business advisory 
group. 

Probably such a procedure could be effected without the necessity 
for special legislation. If it cannot be, then necessary legislation, 
logically, might be initiated by your committee. 

One final thought: the objectives of your investigation should re- 
main in an active state, either by this subcommittee or a standing sub- 
committee of your full committee. We would not wish to make a 
firm recommendation without knowing the thinking of you gentlemen 
of the committee, but we do offer the thought for consideration. 

You have the assurance that the United States textile industry 
stands ready to help you in any possible way, and we are most grate- 
ful for your interest and effort in our behalf. 

Senator Pastore. Thank you very, very much, Mr. Jackson, for a 
very fine statement. 

Senator THurmonp. Mr. Jackson, I think your statement is one of 
the outstanding contributions that has been made to this Textile sub- 
committee, 

Mr. Jackson. Thank you, Senator. 

Senator THurmonpb. As one member of the committee, I want to 
commend you and to say that I feel that the statements that you made 
here today will be of great benefit to our committee. 

Mr. Jackson. Thank you, sir. We think that it represents the con- 
sensus of opinion of each of the leadership of cotton and manmade 
fiber section of the industry. 

Senator Pastore. Dr. Miernyk has a question. 

_Dr. Mrernyxk. One question, Mr. Jackson: You mentioned an ad- 
visory committee operating under the Department of Commerce. It 
has been brought out repeatedly in the hearings that a lot of other 
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Government agencies have an impact on the textile industry. Could 
not some sort of interagency committee operate just as well as one in 
the Department of Commerce alone or perhaps even better? 

Mr. Jackson. Dr. Miernyk, we have given a lot of thought to that, 
to this whole subject. We have felt for some time that one of the 
things that had to be decided upon somehow before the committee com- 
pleted its work was an arrangement through which its impact can be 
carried forward. We just cannot afford to lose it. We have waited 
too long for something like this to see it happen and then to be lost , 
because it cannot be forwarded. 

We have thought of all sorts of ideas for trying to get that job done. 

We have discussed this idea extensively of an interagency committee, 
recalling the very recent experience in that regard. During the long 
period of negotiations to arrange this voluntary agreement with 
Japan, there were consultations between the two governments. Time 
after time it appeared to bog down because there were crosstfires be- 
tween agencies of the Government which would develop. It wasn’t 
until they finally set up an interagency committee, I believe Dr. Hauge 
of the White House staff served as chairman. On it was the Assistant 
Secretary of Agriculture, Mr. Butz, Assistant Secretary of State, Mr. 
Brock, and of Commerce, Mr. McClellan. After they set up that inter- 
agency committee where they could sit around the table and thrash 
these things out, they achieved the objective. That made us look with 
renewed interest at the possibilities inherent there. We are convinced 
that much of our problem lies in the failure of these various agencies 
of government to pull together their thinking and to coordinate the 
impact of whatever action they are going to take as related to the im- 
pacts of an action another agency is going to take, and we are con- 
vinced we haven’t had it in the past. 

Now we considered, frankly, making a recommendation along that 
line. The reason we did not is this: Through the years, our industry, 
as you know, has had some not too pleasant experiences with Govern- 
ment agencies of one sort and another, some of which were established 
ostensibly to help. We feel that whatever is done, it is tremendously 
important for it to carry the support of much of the top leadership 
of this industry. We felt that our suggestion of an industry a 
visory committee would be one that would carry support and would 
create a beginning for moving in the direction of other objectives 
that could be thought out together very carefully and which at the 
same time would carry the support of the industry leadership. 

Now it seems to us that this interagency idea could very well de- 
velop as a result of the operations of an industry advisory committee. 
Essentially we think your idea is very good. 

Mr. Chairman, if you please, I would like the record to show at this 
point the material you requested at the July hearing in Washington 
relative to our application for the imposition of import quotas on 
cotton textiles under section 22 of the Agricultural Adjustment Act. 
Our chief economist filed this material shortly thereafter. 

(The material follows :) 


THE AMERICAN COTTON MANUFACTURERS INSTITUTE, INC., 
Washington, D.C., July 11, 1958. 


Hon. JoHn O. PASTORE, 
United States Senate, Washington, D. C. 
DEAR SENATOR PastoRE: During my appearance before the Interstate and 
Foreign Commerce Subcommittee Investigating the Problems of the Textile 
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Industry on July 8, I promised to provide for the record the text of the Depart- 
ment of Agriculture’s response to the ACMI’s application of December 29, 1955, 
for the imposition of import quotas on cotton textiles under section 22 of the 
Agricultural Adjustment Act. A copy is enclosed herewith, along with copies of 
the original application and the supplementary information submitted January 
16, 1956, in support of it. 

In my testimony I also referred to a statement by Assistant Secretary of Agri- 
culture Butz to the effect that section 22 could in fact be applied to limit the 
imports of cotton textiles as well as raw cotton. That statement was made by 
Mr. Butz before the Cotton Subcommittee of the House Agriculture Committee 
on February 7,1956. On that occasion he said, in part: 

“Should any sales program required under the proposed bills, or any other 
developments, increase the quantities of textile imports to the extent that depart- 
mental programs are threatened with interference or the quantities of United 
States cotton processed in the mills of this country tend to be reduced, the pro- 
visions of section 22 would provide adequate authority for remedial action” 
(hearings on Cotton Imports, Exports, and Minimum Acreage Allotments, 84th 
Cong., 2d sess., p. 93). 

Respectfully, 
R. Burorp Branpis, Chief Economist. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., February 6, 1956. 
Mr. A. K. WINGET, 
President, the American Cotton Manufacturers Institute, Inc., 
Washington, D.C. 


DeaR Mk. WINGET: Your petition for action under section 22 of the Agricultural 
Adjustment Act to establish quotas on the imports of cotton textiles has been 
studied very carefully. The Department has been following the development of 
this problem in recent months. 

As you pointed out in your petition of December 29, 1955, the intent of section 
22 is to prevent excessive imports from rendering or tending to render ineffective 
or materially interfering with the programs undertaken by the Department, 
and also to prevent substantial reduction in the amount of the domestically pro- 
duced commodity processed in the United States. Our investigations have fol- 
lowed these criteria and the statements which follow are considered to be of 
major significance in the problem. 

The imports of all cotton products for 1955 were equivalent to about 130,000 
bales of raw cotton. This quantity is equivalent to less than 1 percent of the 
1955 United States crop and represents less than 11% percent of our domestic 
mill consumption. The relationship between imports and exports of all cotton 
goods is significant. The United States is a net exporter of such goods by 400,000 
bales annually, in terms of raw cotton equivalent. We find this, or a more favor- 
able relationship, has existed for many years. It might be noted also that the 
principal source of cotton textile imports, Japan, is our leading cotton customer, 
having taken 653,000 bales of United States cotton during 1954-55. 

As indicated in our August 12 press release on basic cotton-export policy, careful 
consideration Was given to the possible effect of more competitive United States 
cotton exports on our domestic textile industry. The limited cotton-export pro- 
gram for special qualities is not expected to result in a material change in the 
overall situation for domestic mills. Foreign textile manufacturers were already 
getting lower priced cotton in foreign producing countries. Therefore, we do not 
believe that the moderate broadening of United States export plans makes it 
necessary or advisable to impose special quotas on the import of cotton textiles. 

The textile industry is operating at a relatively high level. Spindle activity, 
based on an 80-hour week, in November 1955 was 143 percent of capacity, com- 
pared with 125 for the year 1954. Although this does not reflect cotton utilization 
alone, we find no indications that imports are reducing the total amount of cotton 
being processed. Mill consumption, for example, during August-December was 
6 percent greater than a year earlier. 

We are aware that the cotton industry as a whole, even at the current high 
level of mill consumption, is not fully benefiting from the increases in population 
because of the downward trend in per capita utilization of cotton during the past 
decade. Simultaneously with this downward trend there has been a marked 
increase in the use of synthetic fibers. United States mill consumption of syn- 
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thetics for 1955 was approximately 32 percent greater than during 1950. It would 
appear that the competition in the domestic market between synthetics and cotton 
is a major factor in the declining consumption of cotton per capita. 

We appreciate the study you have given this problem as evidenced by your 
petition. We are quite concerned with the economic health of the cotton industry 
and are utilizing the resources of the Department to strengthen the cotton econ- 
omy. However, with the present level of imports and with full consideration of 
other factors, it does not appear that the Department would be justified in recom- 
mending to the President the imposition of restrictive measures under the 
authority of section 22 at this time. 

We are advised, and it is generally known, that Japan is instituting controls 
on the quantity, quality, and prices of goods exported to the United States. 
Nevertheless, if certain sectors of the domestic textile industry are suffering 
from, or threatened with serious injury from imports, the so-called escape clause 
of the Trade Agreements Act offers an avenue through which relief may be 
obtained. You will recall that in February 1955, the President indicated in his 
support of the renewal of the Trade Agreements Act that no American industry 
would be placed in jeopardy by the administration of the act. Under the provi- 
sions of Senate Resolution 121, of the last session of Congress, the Tariff Com- 
mission was directed to keep currently informed on the effect of textile imports 
on the domestic industry so that it may act promptly on an escape clause action. 

We shall keep this problem under continuous review and will be glad to have 
your advice and counsel at any time. 

Sincerely yours, 
TrvueE D. Morse, Under Secretary. 


THE AMERICAN COTTON MANUFACTURERS INSTITUTE, INC., 
Washington, D. C., December 29, 1955. 
Hon. Ezra Tart BENSON, 
Secretary of Agriculture, 
Washington, D.C. 

My Dear Mr. Secretary: Your attention is respectfully invited to the enclosed 
petition, which is submitted to you in the realization that American cotton is 
standing at a vital crossroad. 

One road can lead to an unlimited future for this country’s most important 
agricultural fiber. The substantial and continuing increase in population coupled 
with steady improvements in the consuming public’s purchasing power hold untold 
promise for the expansion of markets for cotton. 

Yet competitive forces in this country and abroad are building up to challenge 
cotton’s position as never before. Unless the proper course of action is taken 
and the right road chosen, American cotton farmers—already harassed by serious 
difficulties—face the certain prospect of further shrinkage of their markets, 

The ability of cotton to expand its share of the fiber market in the United 
States depends on a dynamic, aggressive United States textile manufacturing 
industry, an industry possessing the confidence and resources necessary for 
developmental and research programs, modernized processing methods, and im- 
proved distributive techniques—all essential in keeping cotton’s position vig- 
orously competitive. 

We earnestly believe a reasonable solution to the problem created by rapidly 
increasing imports of low-wage foreign cotton textiles and apparel will have a 
far-reaching, beneficial influence on cotton’s future. Lacking such a solution, 
the domestic manufacturing industry cannot look ahead with confidence or cer- 
tainty. We believe this problem is a challenge which responsible government 
must meet honestly and promptly. 

Your consideration of this letter, the enclosed petition, and corroborative facts 
we are prepared to present will be appreciated most sincerely. 

Respectfully, 
A. K. Wincet, President. 


BEFORE THE SECRETARY OF AGRICULTURE, UNITED STATES OF AMERICA 


Request of the American Cotton Manuacturers Institute for action under section 
22 of the Agricultural Adjustment Act of 1933, as reenacted and amended 


The American Cotton Manufacturers Institute begs leave to submit to the 
Secretary of Agriculture its view of certain developments now in progress with 
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respect to the importation of cotton goods into the United States and, concur- 
rently, to place in his hands, on behalf of the cotton textile industry, this petition 
urging the employment of his statutory powers to restrain these developments 
from interfering with and rendering ineffective, or otherwise injuring, the 
cotton-support program of the United States. 

It is the considered judgment of the American Cotton Manufacturers Institute 
that the importation of cotton goods into the United States is of such volume, 
character, and growth as to injure seriously the domestic cotton economy and is 
occurring under such conditions as to make practically certain the rapid acceler- 
ation of such injury. Accordingly it now collides with and threatens cumulative 
injury to the cotton-support program. 

In this expression of judgment, the American Cotton Manufacturers Insti- 
tute speaks directly and officially for a membership which processes about 85 
percent of all the cotton consumed in the United States, of which over 98 per- 
cent is United States grown. Indirectly, but authoritatively, it also speaks for 
most of the remaining processors. Accordingly the institute in this presenta- 
tion represents a unanimity of view which embraces the spinning, weaving, 
finishing and converting operations, and related activities of the cotton textile 
industry. 

Next to cotton agriculture, these processing operations comprise the major 
segment of the cotton economy. Normally they provide the offtake for two- 
thirds of American cotton production and do not engage in the manufacture of 
foreign cotton except for very small amounts of specialty fibers which are im- 
ported under quota limitations. Currently, while other countries are contract- 
ing their consumption of American cotton, domestic mills are exerting every 
possible effort toward expansion. During the last crop year ending July 31, 
and up to December of this year, domestic mills have been responsible for more 
than 80 percent of the total disappearance of American cotton. 

The disturbing increases in foreign cotton production relative to foreign con- 
sumption throw into sharp relief the essentiality of a rising ratio of American 
cotton consumption to American production. 

While the dependence of American cotton agriculture on the American tex- 
tile industry is thus seen to be obvious, the relationship has equal validity when 
viewed in reverse. The domestic industry can thrive only under conditions 
which make for a prosperous American agriculture. It must rely on such an 
agriculture for the requisite abundance, quality, and variety of its raw material 
and for a large portion of the market for its products. 

Moeover, the cotton mills recognize that an agiculture of this type in the 
United States can be sustained only by a Government program which provides 
the conditions of abundance, stability, scientific progress, and fair incomes for 
the farmers. 

The mutual dependence of mills and cotton farmers just described is self-evident 
and almost universally recognized. But similar relationships exist among all the 
other groups in the cotton economy, such as converters, finishers, apparel manu- 
facturers and industrial consumers. They are bound together in a community of 
interests which leaves each one dependent on the other. 

This realistic overall concept of interdependence which we have endeavored 
to portray we hold to be basic to an understanding of the problem that confronts 
us. It is the impelling force that directs us to the Secretary of Agriculture. It 
takes its stand in the very heart of the proposals which we seek to lay before 
him. 

The injury to the cotton-textile industry which is now suffered, or threatened, 
and which is practically certain to grow in seriousness of degree and in breadth 
of application, projects its damaging effects to all portions of the cotton economy, 
and threatens the integrity and effectiveness of the cotton-support program. 

Wherefore, the American Cotton Manufacturers Institute hereby petitions the 
Secretary of Agriculture to invoke the authority of section 22 of the Agricultural 
Adjustment Act and under the powers therein provided to initiate and carry 
forward the appropriate procedures necessary to the determination and institu- 
tion of the effective remedy or remedies. 

The American Cotton Manufacturers Institute petitions further that in the 
determination of the remedy or remedies, the Secretary give preferential consider- 
ation to the establishment of reasonable quantitative limitations on the imports 
of cotton products into the United States. 

The American Cotton Manufacturers Institute further petitions that the 
Secretary find a condition to exist which requires emergency treatment, thereby 
making possible immediate action. 
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In the petitioner’s judgment, the provisions of section 22 are explicitly drawn 
to deal with the type of problem now before us. The conditions of applicability 
are fully met: 

1. Cotton is an agricultural commodity under not one, but a number of support 
programs. It is price supported both by loans and Government purchases; its 
importation is rigidly restricted by quotas; its production is under acreage and 
marketing quotas ; its export is aided by special programs. 

2. Imported cotton goods are products of cotton. Being similar to and, for 
the most part, identical with American-made cotton goods, they are in direct 
competition with and displace American goods in the home market. Viewed 
as raw cotton equivalents, the rapidly increasing imports of cotton in manu- 
factured form are bypassing the import quota controls on raw cotton which are 
essential to the functioning of the cotton price support system. The United 
States import quota on American upland types of raw cotton is 29,000 bales per 
year. This figure represents an official determination of the maximum amount 
of such raw cotton which can be imported into the United States annually with- 
out damaging the price-support program. 

In the calendar year 1954, imports of cotton products into the United States 
were equivalent to additional raw-cotton imports of 84,000 bales, according to 
the United States Department of Agriculture (The Cotton Situation, Nov. 
25, 1955, p. 11). 

In view of the very greatly increased imports of cotton cloth and apparel 
in the first 10 months of 1955, the total cotton content of such imports this 
year will be at least double 1954 levels, probably not less than 170,000 bales. 
Moreover, the import trend is still rising steeply, which would strongly forecast 
a much larger import figure for 1956. 

3. Consequently these imported cotton goods under existing conditions qualify 
as “any article or articles’ which “are being or are practically certain to be 
imported into the United States under such conditions and in such quantities” : 
(a) “as to render or tend to render ineffective”; (b) “or materially interfere 
with, any program or operation undertaken under this title * * * with respect 
to any agricultural commodity or product thereof: or (c) to reduce substan- 
tially the amount of any product processed in the United States from any agri- 
cultural commodity or product thereof with respect to which any such program 
or operation is being undertaken * * *.” 

The criteria of injury as named above in the language of the act are not 
cumulative, but alternative. A finding of fact in support of any one of the three 
is adequate to sustain a requirement of remedy. However, we contend that 
injury can be established through the test of any one or all three of the criteria 
and that, in fact, cotton goods are being imported in such quantities and under 
such conditions as (1) to tend to render ineffective the cotton-support program, 
and (2) to materially interfere with such program, and (3) to reduce sub- 
stantially the amount of “any product” (cotton products) processed in the 
United States, or product thereof. 

The third criterion clearly brings within the range of injury determination 
and remedial action cotton products as generally defined to include yarns, 
piece goods, mill-finished items such as sheets, pillowcases, towels, floor 
coverings, specialty fabrics, and readymade apparel. 

Section 22 provides two alternative remedies: the assessment of ad valorem 
fees not in excess of 50 percent or the imposition of physical quantitative 
limitation. The use of the ad valorem fee would be of doubtful effectiveness. 
In terms of total imports, it could insure no predictable results. Also, it would 
not be equitable as a corrective, since its only certain effect would be to push 
the higher cost countries out of the American market in favor of the lowest cost 
countries. This is a result we do not seek. 

The petitioning parties do not wish to disturb the historical pattern of imports 
which has been built up with a score of countries. Only the quota method of 
control can preserve these normal relationships. 

Your petitioners do not urge the use of quantitative limitations in the 
customary restrictive sense. On the contrary, we urge it as a positive course 
and the only practicable means whereby an expansion of imports can be con- 
tained without disruptive effects on the home market and the support program. 
In line with this thought, the industry urges the establishment of quotas which 
are fair and reasonable and which would in the proper categories permit import 
increases of as much as 50 percent over the averages of 1953-54. 
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The cotton textile industry petitions for administrative action under section 
22 of the Agricultural Adjustment Act as the appropriate source of relief in this 
case for certain definite and compelling reasons: 

1. This statute provides the breadth of jurisdiction commensurate with the 
scope and composition of the problem. The problem cannot be contemplated or 
understood or dealt with in terms of isolated particulars. The component parts 
of the cotton economy are many and varied. Each is dependent on the other, 
either as buyer or seller, or for the performance of a vital function which it 
cannot do for itself. 

Injury to one, therefore, in the final analysis is injury to all, and the sum total 
of these injuries as realized or threatened is the measure of injury to the cotton- 
support program. 

The determination of injury and threat of injury on so vast a scale and the 
provision of commensurate remedy therefor require the use of powers and criteria 
as defined and authorized in section 22 of the Agricultural Adjustment Act. 

2. Procedure under this statute makes possible a single package judgment on 
an indivisible problem and assures a well reasoned and nondiscriminatory treat- 
ment of all importing countries and the subdivisions of the domestic cotton 
economy. It is doubtful that any other type of action authorized under present 
law and available to us can do more than deal with specific injuries to specific 
groups at the immediate points of impact. These limited resources are desirable 
and necessary in particular instances, but they are inadequate to the requirements 
of the overall problem. 

Piecemeal relief over intervals of time diverts and scatters the forces of injury 
from one sector to another in endless succession, so delaying and confusing the 
attainment of equitable treatment for all interests at home and abroad. It can- 
not even take into account those criteria which determine injury for the entire 
cotton segment of our economy. 

3. Action under section 22 is the course of international goodwill. It is within 
the framework of long established and internationally accepted policy. 

Exercised in fairness and good judgment, it would be to the interest of foreign 
exporting countries. By providing stability and clarity, it would be action in 
their behalf as well as ours. 

The quota program here proposed is designed to regularize expanded volume 
and to bring order and rational procedures out of the chaos and frightening 
uncertainties now prevailing. Its provision for a 50-percent increase in imports 
over the 1953-54 average level would enable the European countries to retain 
and expand what would otherwise be a rapidly vanishing share of the American 
market. This important result, wholly unattainable by tariff devices, would 
seem to be a consideration so basic to cotton trade policy as to be virtually 
mandatory. 

Our goodwill relationship with Japan possesses a value beyond price to both 
countries and to the entire free world. No one can doubt the essentiality of its 
preservation and strengthening. But lofty sentiment at the policy level cannot 
attain these ends unless the patterns of practice at the operations level are 
defined and have the qualities of decisiveness and economic validity. Under 
present conditions the textile industries of Japan and the United States are alike 
in that each one is gripped with fear of the other and with fullest justification. 
This situation is unnatural, unnecessary, and dangerous to the goodwill of the 
two countries. 

The American industry declines to accept the suggestion that this danger can 
be removed by imposing upon Japan the sole responsibility of determining and 
controlling the character and volume of its cotton goods exports to the United 
States. 

In our opinion it is neither fair, nor sound in principle to expect a major ex- 
porting country which has an overwhelming competitive advantage to effectuate 
an equitable and lasting solution of this trade problem through independent, 
voluntary control of its exports. Such a recourse, we believe, would merely 
complicate the problem for both countries and make its ultimate solution all the 
more difficult. 

Relief under section 22 is the specific remedy provided by the Congress to meet 
situations of this kind which affect American agriculture. It is, therefore, the 
appropriate remedy to invoke. 
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(Statistical data and other factual information supporting and amplifying the 
representations contained herein will be forwarded shortly as an appendix to this 
document. ) 

Respectfully submitted. 

AMERICAN COTTON MANUFACTURERS INSTITUTE, 
By — , President. 





ENDORSEMENT 


The Northern Textile Association, 80 Federal Street, Boston, Mass., which 
includes in its membership the cotton industry in the six New England States, 
subscribes to and endorses wholly the above petition. 

THE NORTHERN TEXTILE ASSOCIATION, 
a , President. 








By 


[January 16, 1956] 
Wuy AN Import QuoOTA ON CoTTON MANUFACTURERS IS NEEDED Now 


(Supplementary information submitted to the Secretary of Agriculture by the 
American Cotton Manufacturers Institute in support of a request for action under 
Sec. 22 of the Agricultural Adjustment Act of 1933, as reenacted and amended, 
filed December 29, 1955.) 

The entire cotton industry of the United States—the agricultural operations 
which produce and distribute raw cotton and the industrial operations which 
produce and distribute cotton textiles~—is gravely affected by problems now 
arising from importations of foreign cotton textiles. In the following discussion, 
facts are set forth showing (1) legislated cost disparities between the American 
industry and those of foreign countries; (2) the current spectacular rise in 
imports of cotton cloth and apparel, which will be accelerated by the recently 
weakened tariff structure, and -(3) the depressing influence of these events on 
cotton’s United States markets and the ability of these markets to continue to 
Serve as the primary outlet for American-grown cotton. 

Cotton is a basic agricultural commodity subject to a variety of agricultural 
programs administered by the Secretary of Agriculture and designed to foster 
and promote the production and marketing of American cotton. These programs 
include mandatory price support, Government purchases and sales, acreage allot- 
ments and marketing quotas, soil conservation, import quotas, and export pro- 
grams. It is well recognized that such programs are essential for American 
cotton if conditions of adequate supplies, stability, research and technological 
progress, and fair income for farmers are to be preserved. 

It has, therefore, become a matter for the gravest concern that the inflow of 
foreign cotton textiles is entirely lacking in control and that its impact on the 
production and marketing of American cotton is necessarily incalculable and 
foreboding. It is imperative, while there is yet time, to consider the implications 
of this inflow relative to cotton’s markets, cotton’s competition and cotton’s 
future. Bitter experience in recent years has taught that markets for American 
cotton, once lost, are seldom regained. 

The largest cost factor in the manufacture of cotton yarn and cloth is raw 
cotton, the price of which is, as has been stated, supported by the United States 
Government. The United States Department of Agriculture reports (table I 
below) that in the first 11 months of 1955, for 17 basic unbleached cotton cloth 
constructions, which in combination account for a majority of United States 
cotton cloth production, raw cotton cost averaged 56.3 percent of the wholesale 


xe o 


price of the cloth. For the whole of 1954, it was even more—57.2 percent. 


TABLE I.—Cotton cost as percent of cloth price 


Year: Percent 
De ee ee ie pace beep SUSE AUS Sed 52.1 
ka a 59. 2 
RR Naki oe Thc warchvedanbibinceetis betters wtabicebanass 51. 6 
Oak ih aii da bien tala ances oA Ai lll Stir estat se nh ob Ai catia oeniaces 57.2 
Bde ciet icaiccacses aceite ths cased ci saeicasicsiaalid idiatiins ini CARLA ds Bae, aes 2 56. 3 


111 months. 


Source: U. S. Department of Agriculture, monthly comparison of prices of cotton cloth 
and raw cotton for certain constructions of unfinished cloth, including the 80-square print 
cloth used in computing table II . 
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Overseas cotton manufacturers currently can procure their cotton at lower 
prices than those paid by the American mills for comparable cotton. The For- 
eign Agricultural Service of the Department of Agriculture reports that most 
current overseas cotton crops are now moving into export markets at prices 4 to 
8 cents a pound lower than the prices for comparable American cotton. Further- 
more, the Department of Agriculture has recently announced that 1 million bales 
of cotton from Government stocks will be made available to foreign mills below 
the American price level. The first of this cotton has just been sold at prices 
ranging as much as 8 or 9 cents per pound below the prices American mills 
must pay. Even with prices the same, because of the low cost of ocean transport 
as compared with rail and truck transportation charges, overseas spinners can 
have American cotton delivered to their doors at approximately the same prices 
American mills pay. 

Apart from raw cotton, the other major elements of cost in cotton manufactur- 
ing are (1) labor and (2) machinery and plant. Wage rates in this country 
are much higher than abroad. This wide disparity in wages in favor of the 
foreign textile manufacturer not only gives him a further competitive advantage 
in the production and sale of goods, as will be explained more fully, but also 
provides the foreign competitor with a primary cost edge in respect to plant 
construction, machinery installation, maintenance, and so on. 

Overseas plant construction costs are lower than costs in the United States 
and textile machinery available to foreign manufacturers is at least as efficient 
and economical as that available in this country. Also, it is generally lower 
priced. With special reference to Japan, her industry has been thoroughly 
rebuilt and modernized since the end of World WarIlI. Asa result, her industry 
on an average is more modern than is the industry here at home. 


UNITED STATES MILLS COMMITTED TO HIGH FIXED COSTS 


As will be noted in table II, raw cotton and labor together form the 
greatest element of cost in the manufacture of a typical American cotton fabric, 
over 75 percent. These costs are largely beyond the control of the manufacturer. 
He is bound to his major costs—cotton and labor—because of United States Gov- 
ernment policies which support the price of raw cotton and fix minimum wages 
for employees. 

Foreign competitors are not committed to comparable costs in this manner. 
Nevertheless, the effect of United States foreign economic policy has been to 
encourage sharply increased competition in United States home markets by for- 
eign textile industries. In light of this country’s domestic raw-cotton programs 
and minimum wage legislation, and the cost commitments of the American indus- 
try resulting therefrom, it becomes at once apparent that the cotton economy is 
being subjected to trade conditions which are unfair and which cannot fail to 
become increasingly damaging to the cotton industry and to the American 
farmer. The Oriental Economist (Tokyo), has reported that Japanese textile 
prices are 20 to 30 percent below United States levels.’ 


TABLE II.—United States production cost—Cotton gray print cloth * 


Item: Percent 
EW ON ii a dant sess aha case asm ee 749 
TI ise ei asi ak ceca ee Sinmun eee 7 
OWOC OB a aos i i te cg ee th ee ene eee *10 


139 inch, 80 by 80, 4 yards to pound print cloth. 
2U. S. Department of Agriculture’s latest estimate (November 1955). 
® Engineering estimate for average mills. 


THE TOTAL MARKET FOR AMERICAN COTTON 


The cotton crop of the United States can be used in three ways: (1) It can 
be purchased and processed by the United States cotton textile industry. (2) 
It can be sold or given away and exported abroad. (38) It can be tendered under 
the Government price-support program and held by the United States Govern- 
ment. 


119 inch, 80 by 80, 4 yards to pound print cloth. 








1266 PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


Let us take these in order and see what the current situation is: 

1. Domestic consumption.—In the most recent crop year ending July 31, 1955, 
the American cotton textile industry consumed 8.8 million bales of cotton, 98.4 
percent of which was American grown. Current consumption is at the rate of 
9.2 million bales annually. 

2. Exports.—In the cotton year ended July 31, 1955, only 3.4 million bales of 
American-grown cotton were exported from the United States. This represented 
18.5 percent of foreign free-world consumption. Exports are trending steeply 
downward. In the first 5 months of the current crop year (August 1-December 
31, 1955) exports were less than half as large as in the corresponding months 
a year ago, and more than half of these reduced exports were exchanged for 
foreign currencies under special programs (Public Law 480 and ICA). The 
International Cotton Advisory Committee reported in October that if current 
trends in the world cotton trade continue, in another 2 or 3 years overseas mills 
will be independent of American-grown cotton. 

38. Government holdings.—As of mid-November 1955, the Government owned 8 
million bales of raw cotton, acquired as a result of its price support operations, 
and had loans outstanding on an additional 2.4 million bales, making a total of 
10.4 million bales. 


Tape III.—United States cotton: Domestic consumption and exports 


{Millions of bales] 





Crop-year ending July 31— Domestic Exports 
consumption 
RR tice chan s Sees sada Ais bbncs Sesbocuwesosedasasocassecscccoosecans 8.9 | 5.8 
eRe ee 1 so pacicencainamedsaaae eae Pekiokis ba aaainanaundie atea 10.5 4.1 
Gi ttt Rhee ok. olenkh ne. Beak mon eptadcehas gbtetinsidel- wntalebidneatdexts 9.2 | 5.5 
Lee Sal eM al teed, ELIE ee ole OF Ripclee «FEL ew he 2 ll a ena 9.6 | 3.0 
NRRL cal eh hit ME SU bse ee atacin'e cuir abbedabihvadebwencecesdieddeces 8.6 3.8 
RS EET TS Te Ey FP Ee ee Ne a ee re ee 8.8 3.4 


Source: International Cotton Advisory Committee. 


TaBLeE 1V.—United States raw cotton exports compared with free world cotton 
consumption outside United States of America 


{Millions of bales] 


| 
Free world | 
cotton con- | United States 


: sumption cotton | 
Crop year ending July 31 outside exports (B) as per 


United States | cent of (A 
of America | 








(A) (B) 
| | 
in al al eatin dese wis 
BRU Giadnttietes ahhh cis Sak albedo 14.8 5.8 39.2 
a a 16.0 4.1 25. 6 
Ris arene Mike AS em Oe a rs ee ec cece 16.0 5.5 34. 4 
ad aah i ake teat ae ik a eet Bo 16.5 | 3.0 18.2 
Ne I A 18.3 3.8 20.8 
edith cana) i Adenia nate coleman denersthckie nc ececws 18.4 3.4 18.5 





| 
| 
| 
| 
} 
| 


Source: International Cotton Advisory Committee and U. 8. Bureau of the Census. 


JAPAN AND UNITED STATES RAW COTTON 


While United States domestic mill consumption has been becoming an in- 
creasingly important proportion of the total disappearance of United States 
raw cotton, in contrast, United States cotton’s share of the Japanese market, for 
example, has declined. 





PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 1267 


TABLE V.—Japanese cotton consumption 


(Thousands of bales] 


Crop year ending July 31 


Supplier ae se oe calle tele 

1951 1952 1953 1954 | 1955 

| 

2 ae aeent 
United States of America | | 967 21,042 S765 3 902 | 4819 
Mexico 159 199 433 517 | 471 
Pakistan -.-. | 258 | 281 421 £461 | 5 289 
Brazil 42 79 41 168 | 249 
Egypt 48 | 53 72 85 | 86 

India 36 | 48 | 187 (9) | (6) 
Others.__-- 89 114 146 308 | 228 
Total | 1,599 | 1,816 | 2, 065 2, 441 | 2, 142 


1 i percent. 

357 percent 

* 37 percent. 

438 percent. 

* Includes India. 
*Included in Pakistan. 


Source: International Cotton Advisory Committee. 


Japan is now buying 3 out of every 5 bales of her cotton requirements from 
sources other than the United States. That the decline of Japan as a major 
market for United States raw cotton seems likely to continue is indicated by 
current Japanese efforts to direct substantial textile expansion toward synthetic 
fibers, as tables VI, VII, and VIII show. 


TABLE VI.—Japanese textile production 








(In mi 7 
Cotton | Rayon : Spun Rayon | Cotton | Rayon Spun Rayon 
Year fabric yarn | . 1yon | staple || Year | fabric | yarn | rayon staple 
yarn | | | yarn 
| | | 
| 
Square | | Squaie | 
yards Pounds | Pounds | Pounds || yards Pounds | Pounds | Pounds 
1935 4, 112 224 4 | 14 || 1950___- 1, 542 | 103 | 89 | 150 
1946 _. 242 gy 11 | 21 1951 2,179 | 138 | 150 231 
1947 662 16 14 19 1952 2, 239 | 142 207 | 262 
1948 924 36 25 | 35 1953 2,811 | 163 250 | 358 
1949 985 67 40 | 60 |} 1954_- 3, 184 | 185 324 | 448 


Source: Japan Economic Yearbook for 1955, p. 125. 


TaBL_e VII.—Japanese production and exports of cotton and rayon piece goods 


{Million square yards] 


Cotton piece goods Rayon piece goods 





Year re - bent Re Dae | ~ 
Production | Exports | Production Exports 
! 
ianalestiensietaenen pence staneamsemasinblibei piece fn betel indbsininsceliisliipianin 
i adecihichndansdecdnehciascb oes Gages slp sioedbantn as spe eines ariibelelinted oa} 3, 297 2, 181 | 1, 565 398 
| ors peels ti mss ea wninmese ecu 2, 158 | 758 959 | 361 
cedhdckesduqcdquaspenend prhsebasahte 2, 709 | 915 | 1,079 424 
Ps vanndeeakeasannunnetencdecGubieanee 3, 046 1, 278 | 1,311 | 635 
i icsck dave whamnedmmadens | 1 2, 850 | 1 996 | 2 1,618 | 2 795 


ist he ult times 2. 
25 months raised to annual rate. 


Source: International Cotton Advisory Committee. 
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TABLE VIII.—Japan—tTeatile production index 


[Monthly average 1950= 100] 








| 
| 


Iterh | 1952 1953 1954 July 1955 
ee Se 148 174 | 195 | 166 
Filament rayon-- . 138 | 158 179 | 190 
Spun rayon_.-.-.------ ; 232 | 281 | 362 | 461 
Synthetics. _......--- ‘ 1, 130 | 2, 585 4, 055 | 7, 494 
Total... .-... 160 | 189 | 212 | 215 


Source: International Cotton Advisory Committee, Cotton, October 1955. 


THE REAPPEARANCE OF COTTON 


With the United States mills the principal market for American cotton, with 
United States farmers being required to make drastic production adjustments 
while foreign cotton acreage increases, and with Government held stocks of raw 
cotton now some 10 million bales and still rising, it is perfectly obvious that 
every means should be taken to protect and increase United States domestic mill 
consumption. The needed increase in domestic consumption cannot be achieved 
so long as imports of raw cotton in manufactured form go completely uncon- 
trolled. As a result of the recent action of the Government in reducing dras- 
tically the cotton textile tariff (September 10, 1955), the rise in imports has been 
greatly accelerated and now threatens to reach flood proportions. 

The rapidly increasing flow of foreign manufactured cotton goods into the New 
York market in recent years, accompanied by a progressive decline of United 
States exports, underlines the urgent nature of the problem. Cotton cloth im- 
ports were 35 million square yards in 1952; 64 million in 1953 ; 73 million in 1954; 
and in the first 10 months of 1955 were at an annual rate of 121 million square 
yards, of which roughly three-fourths was coming from Japan alone. Cloth im- 
ports were equivalent to 4.6 percent of cloth exports in 1952, but to 31.5 percent 
of exports in October 1955. Table LX gives the complete picture since the end of 
World War II. These figures do not include imports of foreign-made finished 
cotton goods such as apparel, which have increased even more rapidly. 

The foregoing estimate of 1955 cotton cloth imports is based on the actual 
figures for the first 10 months of the year. But almost certainly the import 
figures in the latter months of 1955 will prove to be substantially larger than those 
of the earlier part of the year, because the new, drastically reduced tariff rates 
described below did not become effective until September 10. 


TABLE I1X.—United States exports and imports of cotton cloth’? since World 
War II 


{In millions of square yards] 








| | Imports Imports 
Period Exports|Imports} as per- || Period Exports|Imports} as per- 
| cent of | cent of 
| | exports | exports 
| | | | 
RS een ---| 775.0} 45.0} 5.8 || 1955—February--______- 44.4 7.0 15.8 
Oe iacchciespetaatted 1,479.0 | 160) 11 March | 64.6] 10.9] 169 
ED aerninteabineenies scnnad, Ve | 32.0 | 3.4 || April 47.9 8.5 Read 
SU seats g ea ece ste 880.0} 20.0 | 2.3 || May * 49.8 9.5 19. 1 
1950...2-..-..-.-...------| 8680] 480] 86 June..........-- 41.5 9.3 22.4 
1951 Li Rae ie | 802.0 | 46.0 | 5.7 || em 3... 37.3 9.4 25.2 
1952 a alts taneoe ee 761.0 35.0 | 4.6 || August ‘ 37.1 9.9 26. 7 
a scien 0 matin aes occesl) Se | 64.0 | 10.3 | September... 42.1 12.8 30. 4 
SE icatsisscammcle nest aig toes Ol ar 605. 0 73.0 12.1 || October 49.9 15.7 31.5 
1955—January ‘pe 44.1 7.7 17.0 | | | 








1 Does not include apparel, sheets, towels, etc. 
Source: U. S. Bureau of the Census. 


Imports of cotton apparel, largely from Japan, are also growing at an alarming 
rate. The Association of Cotton Textile Merchants of New York estimates total 
1955 shipments of woven cotton shirts and blouses to the United States from Japan 
at 3,078,000 dozen. For comparison, in the entire year of 1954 such exports to 





oe N NF ee NS A 


PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 1269 


the United States from Japan totaled 189,214 dozen. Table X pictures the rapid 
increase in United States imports of cotton manufacturers in recent years: 
TABLE X.—United States imports of cotton manufactures 


[Millions of dollars] 

















1951 | 1952 1953 1954 | 1955 
| | 
Item | From | | From | From | From From 
; all From | all | From all | From | all From all From 
| coun- | Japan | coun- | Japan | coun- | Japan | coun- | Japan | coun- | Japan 
| tries | | tries | | tries | | tries | tries 
| | } 
‘ ; alii a * + = 
cians aati 4 17.5 | 0.3/ 123) 03] 208 | 5.2] 22.4 9.0| 31.2 15.5 
All other products-.| 61.0} 11.3] 47.0 } 1.5) 519 13.4 | 53.1 14.0 79.1 34.3 
Tk... | 68.5 | 1.6] 59.3] 11.8] 72.6 | 18.7| 75.5) 23.1 | 110.3] 49.8 











19 months raised to annual rate. 


NoTe.—Items, because of rounding may not add to totcls, 
Source: U. S. Bureau of the Census, 


LOWERED TARIFFS STIMULATE IMPORTS 


On September 10, 1955, United States customs collectors put into effect sharply 
lower tariff rates on cotton textile imports. These new rates were agreed 
to by the United States Government in trade negotiations with the Japanese at 
Geneva in June. 

The tariff on cotton cloth in the gray was reduced by about 27 percent. On 
Japanese cloth comparable to our 39-inch 80-by-80, 4-yards-to-the-pound print 
cloth, for example (the most important single item in United States produc- 
tion), this tariff cut alone is the equivalent of 2 times the average United 
States gray goods sales mill’s profit per yard in 1954, the latest year for which 
such data are available. On most of the bleached, printed, dyed, and colored 
cloth the tariff was cut by 48 percent. 

Because there are relatively few important secret processes or patents in the 
manufacture of cotton goods, because the machinery is readily adaptable to a 
vast range of cloth constructions, and because the industry in the United States 
is highly competitive, being composed of several hundred independent companies, 
the price structure of the entire industry is extremely sensitive to small varia- 
tions in supply and demand. 


MARKET IMPACT OF FOREIGN GOODS 


Virtually the entire output of the American cotton textile industry, together 
with imports from abroad, is priced and sold in New York City. In the cotton 
cloth market lead times between orders and deliveries are frequently several 
months long. The availability of foreign deliveries within normal lead times 
means that the price effect on the New York market is far greater than actual 
imports from abroad would seem to indicate, for the buyer uses foreign avail- 
abilities to beat down United States prices. 

The offer in New York of a relatively small amount of foreign cotton goods 
at a lower price will not only result in a decline in price of the comparable 
American-made product, but by stimulating the shift of cotton mill machinery 
to other still profitable cloth constructions, will spread the price decline and 
profit squeeze rapidly throughout the entire range of cotton goods and to the 
cotton producer. Furthermore, this chain reaction is usually accentuated by 
concentration of imports in particular types of cloth (in ginghams and velveteens 
in 1955, for example). 

This market reaction will inevitably follow unless there is firm knowledge of 
the potential total supply, including particularly the foreign portion of that 
supply. Because of the wide margin of profit which the foreign cotton goods 
manufacturer has at American price levels, now further widened by the 1955 


tariff cuts, no such assurance can be forthcoming unless a definite import quota 
is imposed. 
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NO EFFECTIVE BARRIER 


The United States cotton textile industry is currently paying 8 to 10 times 
higher wages than the Japanese and 3 to 4 times higher wages than European 
textile industries. The Government-established minimum wage is far above 
overseas rates, and average United States textile wages are substantially above 
the legal minimum. It is clear that this labor cost differential, plus the added 
factor of higher raw-cotton costs for domestic manufacturers, is not equalized 
by current tariffs. 

Moreover, increased retail advertising in numerous United States cities fea- 
turing imported cloth and wearing apparel indicates that major distributors of 
textile goods, including chain department stores and mail-order houses, are 
buying heavily in the Japanese market. Dyeing and finishing establishments 
report sharp increases in the quantities of foreign-made cloth they are being 
asked to process. Once underway—and without question it has started—such a 
trend accumulates momentum and once the momentum is gained, effective 
corrective action is made far more difficult. 

Owing to the foreign industry’s great competitive advantage resulting from 
lower costs of both raw materials and labor, the broad dispersal of the American 
industry, and the ability of a modern, cartelized industry like Japan’s to target 
its shipments, the only certainty is that nothing stands in the way of Japan’s 
taking over almost any portion of the United States textile market when and 
as she prefers. In the ultimate, this must mean that American textile industry 
operations, the ability of the textile industry to purchase cotton grown by 
American farmers and the prices thereof, will become matters to be decided by 
Japanese or other foreign textile interests. 

Obviously, this is the very kind of a situation which points to imposition of an 
import quota on cotton manufactures under section 22 as the solution of the prob- 
lem. It is not only the most effective and equitable remedy, but is the remedy 
specifically authorized by the Congress to prevent such injury. 


IMPORT QUOTA AUTHORITY 


Section 22 of the Agricultural Adjustment Act of 1933, as reenacted and 
amended, authorizes the President, upon recommendation of the Secretary of 
Agriculture, to impose import quotas upon price-supported agricultural com- 
modities or the products thereof in order to prevent such imports from rendering 
or tending to render ineffective or materially interfering with any price support 
or other program or operation conducted by the Department of Agriculture, or 
from reducing substantially the amount of any product processed in the United 
States from any such agricultural commodity or product thereof. 

Under this authority, imports of raw cotton have been strictly controlled for 
the past 16 years in recognition of the need to reserve the American textile mar- 
ket for cotton grown on American farms. 

It is essential that this quota control of imports now be extended to cover the 
cotton in processed form, in the same manner as section 22 quota controls have 
been applied to flour as well as wheat. 


IMPORTS VERSUS EXPORTS 


The argument is sometimes made that the imposition of an import quota on cot- 
ton manufacturers is unnecessary because exports of cotton manufacturers cur- 
rently exceed imports of such items. This is a specious argument devoid of logic, 
but nonetheless it is so frequently encountered that the following comments upon 
it are deemed desirable. 

In the first place the whole idea of international trade is based on the assump- 
tion that countries export more of certain items than they import, in order to 
import more of certain other items than they export. Doubtless there is no 
example in the whole gamut of United States foreign trade where exports of a 
particular item exactly balance the imports of that same item. 

With respect to cotton textiles, the United States has been for many years an 
important exporter and, indeed, in view of the surplus of domestically produced 
raw cotton in the United States, the high level of clothing consumption of the 
American population, and the low level of clothing consumption in many areas of 
the world, this is to be expected in any logical world trade pattern. 
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Very similar is the situation relative to United States exports and imports of 
wheat flour. The United States produces a surplus of wheat; food consumption 
per head is very high relative to the rest of the world, and exports of wheat flour 
far exceed imports. Indeed, since May 29, 1941, a strict import quota on wheat 
flour has been maintained by the United States Government precisely as it has 
maintained since that time a strict import quota on millable wheat. Both the 
wheat quota and the flour quota have been applied under section 22 of the Agri- 
cultural Adjustment Act because wheat is a price-supported commodity and large 
imports of wheat or of wheat flour would imperil the success of the price-support 
program on wheat. 

IMPORTS AND DOMESTIC PRODUCTION 


We are often asked why Japanese competition is to be feared when total Japa- 
nese exports of cotton goods to the United States are only a small percentage 
of total domestic production. 

Taken alone, a comparison of the two totals seemingly supports the inference 
that imports are not great enough relatively to be a serious threat. For the 
year 1955, the yardage of all cotton goods imports, including piece goods, specialty 
fabrics and apparel, amounted to about 2% percent of domestic production. 

As a measure of the seriousness of the imports, this comparison is highly 
misleading. The imports did not percolate evenly into all categories of domestic 
production. On the contrary, the great bulk was concentrated in a few classi- 
fications. 

Consequently, if we are to compare imports to production in a meaning- 
ful way, we must make the comparisons in the categories where the imports 
are important. When this is done, the 2% percent overall ratio gives way to more 
realistic percentages. As examples, gingham imports are about 25 percent of 
domestic production, damask imports about 58 percent of production, velveteens 
about 65 percent, and blouses about 30 percent. 

Only comparisons of this type tell the true story, which is that our Govern- 
ment has now delivered to Japan the power to decide which segments of the 
United States market she will take over. Such comparisons reveal that great 
uneveness of the competitive impact against domestic production and the 
individual plants comprising the industry. During the past year, the shock 
effects of imports were concentrated on certain fabric classifications and certain 
groups of mills. 

The experience of 1955 and prior years suggests a typical pattern which im- 
ports from Japan may be expected to follow. As positions are firmly established 
by Japanese goods in selected sectors of the American market, the lines of 
invasion are extended into new sectors. 

The pattern is one of progressive conquest. Wherever the attack is directed, 
the low-wage competitive advantage of Japan is too strong to permit doubt of the 
outcome. 

The inexorable character of the invasion points to another conclusion of the 
greatest significance. In those areas of the domestic market where the actualities 
of defeat have occurred or its forecasting shadows have appeared, the American 
mills are forced into the status of real or potential refugees. As victims of 
invasion, they must now become invaders, but within the diminishing boundaries 
of their own crowded industry. In such circumstances, cotton must inevitably 
become the loser, as mills turn to synthetics and blends in their search for new 
outlets. 

The pressures and tensions of these maladjustments extend further the chain 
reactions of uncertainty, fear, and profitless operations. 

The wedge method of Japanese penetration, as described above, shows that 
the design or pattern of attack possesses a significance not revealed by overall 
volume. As each wedge is driven, the fissure is widened in the industry 
structure. 

Having seen the pattern, we now need to view only the speed with which 
the wedges are driven. To provide perspective, note first the growth of total 
piece-goods imports from Japan in square yards: 1952, 1.5 million; 1953, 30.6 
million; 1954, 47.9 million; 1955, first 10 months, 74.4 million. Estimate for 
year, 105-110 million. 
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Compared to the wedges, the above totals for countable cotton cloth are slow 
moving. Printed, dyed, or colored goods imports, most of which was gingham, 
amounted to 38 million square yards in the first 10 months of 1955, as compared 
with 5.4 million in the first 10 months of 1954. 

Within the same period, imports of cotton towels increased from 10.9 million 
to 15.4 million. 

For the following items, imports from Japan in the first 10 months of 1955 are 
compared with the entire year 1954: 

Plain back cotton velveteens, 1,151,060 versus 52,633 square yards. 

Twill back cotton velveteens, 4,043,930 versus 11,244 square yards. 

Cotton sheets and pillowcases, 9,482,095 versus 1,322,018 units. 

Woven-cotton wearing apparel (value), $10,901,017 versus $877,525. 

The seriousness of the import threat cannot be comprehended at the present 
time by reference to total volume. Its understanding requires, first, an exami- 
nation of the import pattern and, second, a view of the incredible swiftness of the 
attacking operations. 


JAPAN’S VOLUNTARY EXPORT QUOTA 


Action by the Japanese textile industry and Government, looking toward vol- 
untary control of cotton-manufactures exports to the United States in 1956, is 
certainly helpful and a step in the right direction, but cannot be adequate. Nor 
is it reasonable to ask a foreign government to solve what is essentially a 
domestic problem. 

Furthermore, it is unfair to ask the Japanese to bear the whole burden of 
restricting exports of cotton manufactures to the United States. Action under 
section 22 would apply to all countries of supply alike. 


UNITED STATES INDUSTRY DEPRESSED 


Nothing in the statistical picture of the United States cotton-textile industry 
today would indicate the necessity for encouraging additional imports of cotton 
manufactures. Quite the contrary. Textile prices for about 4 years have been 
depressed. The United States Bureau of Labor Statistics compiles indexes of 
the wholesale prices of cotton products and of apparel based on 1947-49 as 100. 
In October 1955, the latest available month, these stood at 92.8 and 98.7, respec- 
tively, a decline since pre-Korean days. Meanwhile, the BLS index of wholesale 
prices of all industrial commodities stood at 119 in October 1955, up 19 percent 
above pre-Korean levels (table XI). 


TABLE XI.—Wholesale price index 
[1947-49 = 100] 


Year | Cotton | Apparel | All industrial 


| products | commodities 
| 
SAMs kd a cattnetdasseterciuducuchusssponbaincancencapeunan 99. 5 96.3 | 105. 0 
a ais 6.t3 ial s taka Sogdbeedibhdh dai nctinds sndbws dln nteactiudies 111.5 | 103. 8 | 115.9 
El ittccdwebncunvetpomh Gian sopmpettechsiedetices tes aedebn spice 98. 5 100.0 | 113, 2 
Rs ichat deta halk schitas ena aa hele sides tare ah tals hate laee iithhnneeiel 93. 5 99.3 114.0 
a Aad eh ba ckdndbhehtchawnbadcaseucchnscsccsbouee 89.2 | 98. 5 | 114.5 
te cele eiat 92.8 98. 7 119.0 


Source: U. 8. Bureau of Labor Statistics. 


Textile profits kept in step with industrial profits generally in the early post- 
World War II years, but for the past 5 years profits, after taxes, in the textile 
mill products industry have been only about half as large as the average in 
American manufacturing as a whole (table XII, below). In 1954, the last full 
year for which figures are availanle, the picture was much worse even than this 
5-year relationship would indicate. In that year, textile profits were less than 
one-quarter as large as those of the United States manufacturing industry as a 
whole, and this relationship holds true whether profits are figured as a percentage 
on sales or as a percentage on stockholders’ equity. 
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TABLE XII.—Profits after tawes* 





[Percent] 
pone |: | 

| Return on sales Return on stockholders’ 

Wiis equity 

| Textile-mill | All manu- | Textile-mill | All manu- 

| products facturing products facturing 

TT Fe PEST eT fet 
hha dade dehuns yon Gheddb Viekbs agp hasbeein | 3.3 | 4.9 8.3 12.5 
NGS o. otis ne watescinaauneanpuastsnauen 1.9 | 4.3 4.2 10.3 
SM iphiebasap~nnawutnteviievensctsivansnucphdus 2.2 | 4.3 4.6 10. 5 
Me nie atioial-pibedn ees telcawe Sess eas 1.0 | 4.5 1.9 9.9 
Sih adeniibend atk adil wnididginteigtatentmpeditenAeakie 2.5 5.3 5.5 232.32 





1 Federal income and excess-profits taxes. 
2 Based on Ist 2 quarters. 


Source: Federal Trade Commission and Securities and Exchange Commission, Quarterly Financial 
Report of United States Manufacturing Corporations. 


CEILING PLACED ON MILLS’ ABILITY TO MAKE COTTON COMPETITIVE 


Poor earnings have handicapped the industry in financing modernization, thus 
weakening still further its competitive power against overseas mills having the 
advantage of lower cotton and machinery costs and far lower labor costs. Since 
1948, expenditures for new plant and equipment by the textile mill products 
industry in the United States have declined by almost half, from $618 million 
in that year to $331 million in this (table XIII). This represents a rate of only 
10.6 percent of the net value (after depreciation) of the industry’s property, 
plant, and equipment as compared with a capital spending rate of 16 percent 
for United States manufacturing industry as a whole. Inadequate earnings 
are reflected in too little new investment on the one hand and in inadequate 
cotton research and promotion programs on the other. 


TasBLE XIII—New plant and equipment expenditures, textile mill-products 
industry 


[Millions of dollars] 


Year: Amount | Year—Continued Amount 
a a aa ae cele 342 tac eee 531 
NN aa a eee eer eres 510 De ie ticistietsiencs ise 434 
a le 618 atin pone snenaiduaiiaiaaaaeniaademiat aren 378 
(lh i ee el are ellen Ss tee Ma 471 Sil iiciiniicnnspevncianiinnteiamatiiecdaados 331 
» pees ly Sabena, <beeialliete 450 RE ca tceeicnomneeereak ae 331 


1 First half times 2. 
Source: U. S. Department of Commerce and Securities and Exchange Commission. 


The cotton-textile industry of the United States—by far the largest and most 
reliable customer of the American cotton farmer—was already lagging behind 
the national economic pace when 1955 arrived. The industry has now been 
further handicapped by the events of last spring at Geneva, when tariffs on the 
bulk of its products were reduced by from 25 to 50 percent for the announced 
benefit of Jaapn. On this occasion, Japan was admitted into GATT member- 
ship without reservation by the United States, but 14 other countries, including 
major textile nations, took shelter in escape procedures for protection from 
Japanese competition. 

These 14 countries were full recipients of the tariff concessions granted by 
the United States to Japan. Their refusal to grant parallel concessions on tex- 
tiles either to Japan or the United States left the United States standing virtual- 
ly alone with a fixed commitment to expand Japanese textile imports into this 
country without effective qualification or limitation of any kind. The attitude 
of other coutnries being what it is, the probability is real that the American 
market, American mills, and American employees may be compelled to absorb 
the greater part of Japan’s future overseas textile expansion. 
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TEXTILE IMPORTS BYPASS RAW COTTON QUOTA 


The rapidly increasing imports of cotton in manufactured form are bypassing 
the import-quota controls on raw cotton, essential for preservation of any cotton 
price-support system. The United States import quota on American upland 
types of raw cotton is 29,000 bales* a year. This figure represents an official 
determination of the maximum amount of such raw cotton which can be im- 
ported into the United States annually without damaging the cotton-support pro- 
gram. In the calendar year 1954, imports of cotton products were equivalent 
to additional raw cotton imports of 84,000 bales, according to the United States 
Department of Agriculture (The Cotton Situation, No. 25, 1955, p. 11).? 

In view of the very greatly increased imports of cotton products in the first 
10 months of 1955, a doubling of 1954 imports this year is anticipated. This 
would mean importation during calendar 1955 of cotton products approximately 
equivalent to 170,000 bales of raw cotton, and the trend is steeply upward. 

It is this dark cloud hanging over the industry which is causing discourage- 
ment among cotton manufacturers and raw-cotton producers alike. A cotton- 
goods import quota is required immediately. The American Cotton Manufac- 
turers Institute strongly urges establishment of an import quota under section 
22, which would maintain historic markets for foreign textile industries in 
this country, with a reasonable margin for expansion in line with United 
States efforts to assist economic progress by Japan and other free-world na- 
tions. Specifically, the institute urges an annual overall quota of not more than 
150 percent of 1953-54 average imports of cotton manufacturers, properly 
subdivided. 

PROMPT ACTION NECESSARY 


The United States Government has for years followed policies aimed at 
securing prices for farmers and wages for workers in line with American stand- 
ards. It has found that import quotas are essential to the achievement of both 
of these desired ends. Accordingly, it has imposed the necessary import quotas 
on various farm products, including raw cotton, while supporting their prices. 
Similarly, through the immigration laws, what amounts, in effect, to an import 
quota on labor has been imposed representing a necessary corollary to legislation 
on wage rates and working conditions. 

The Federal minimum wage was increased by a third, to $1 per hour, by the 
1955 Congress; the increase alone—25 cents—being almost double the average 
wage rate of the Japanese textile worker. Clearly, the importation of cotton 
manufacturers made by cheap foreign labor tends to undermine the wage struc- 
ture achieved by the American industry—now some 30 percent higher than the 
new Federal minimum wage. 

The Government’s failure to carry through and impose the import quota on 
cotton goods which its own farm, labor, and foreign trade policies have made 
necessary, now threatens to undermine the very heart and foundation of United 
States cotton’s market outlet—the domestic industry. 

Prompt action on a cotton-goods import quota is essential. American cotton 
faces terrific competition. Its ability to survive and compete, and the chances 
for cotton farmers of the United States to share in expanded consumption of their 
crop, depend on maintenance of a vigorous, dynamic domestic cotton manu- 
facturing industry. American cotton, if it is to advance into a healthier, more 
prosperous future, must rely on a mill industry which can keep step with the 
progress of all American industry, an industry possessing the confidence to 
invest in greater cotton research, more intensive advertising and promotion of 
cotton goods, and the development of improved distributional techniques. 

The United States Government’s foreign economic policy of granting liberal 
trade concessions without insistence on genuine reciprocity by all recipients, the 





1It is technically possible to import additional American upland type cotton under the 
import quota for extra-long-staple cotton because of the way the lower staple length limit 
of the latter quota is defined. 

2Some indeterminable, but unquestionably small, amount of the raw-cotton content of 
these textile imports was extra-long-staple cotton. 
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giving of aid and easy credit to competitive foreign industries, and the granting 
of tariff reductions which for the most part are unrequited, have already cost 
American cotton mills, and consequently American farmers, the loss of vital over- 
seas markets. (See table IX.) If an extension of that policy now further 
weakens the industry at home, the Government must accept responsibility for in- 
evitable consequences—the contraction of cotton’s markets, and the surrender of 
ground to cotton’s competition. Unrestrained imports, leading to transfer of 
textile operations into foreign control, will disrupt the raw-cotton industry as 
we know it, with corresponding gains by synthetic fibers at cotton’s expense. 
The final result can only be to make it impossible for cotton to move out and 
capture its historic share of the rapid increase in the total fiber market which is 
sure to come. 

There is an intimate interrelationship between the prosperity of raw cotton 
producers and a thriving industrial complex making and distributing cotton 
products. It is imperative that this industry be efficient and modern and that 
it be ever alert to improve its processes, develop new products and keep abreast 
of technical advances, in order that cotton may continue to compete. It must 
continously strive to maximize the consumption of American-grown cotton. It 
follows that anything which drains off the strength of the cotton textile industry 
will necessarily injure the American cotton farmer. This in turn cannot but 
tend to render ineffective the Government cotton price support program, since 
the displacement of American manufactured cotton goods from the market will 
force the Government to purchase additional raw cotton. This will add to the 
surplus and aggravate the distressed condition of the farmer. 

The cotton farmer has been losing export outlets at an extremely rapid rate. 
He is now beginning to lose his domestic market through the importation of 
foreign cotton manufactures. He has already sharply reduced his acreage while 
foreign production has increased proportionately. This increase is so great that 
the International Cotton Advisory Committee has indicated, as reported above, 
that in another 2 or 3 years, under current trends, overseas mills will be com- 
pletely independent of American-grown cotton. Unless action is taken now to 
preserve and protect the American market for the American cotton farmer, a 
complete breakdown of the present cotton agricultural programs will be but a 
question of time. 

The future of the American cotton economy rests with the preservation and 
expansion of the domestic market. There can be no firm and certain foundation 
for that market without reasonable controls over imports of foreign-made cotton 
textile products. Section 22 clearly provides the authority for the action that 
is necessary. The law is clear in its intent. Such action would be in accord 
with the established foreign trade policies of the Government as reflected in 
previous actions under section 22. 

Cotton broadwoven fabric production in the second quarter of 1958 was 6 
percent below the previous quarter and 10 percent lower than the second quarter 
1957 level. 

Production of duck and allied fabrics decreased 11 percent from the previous 
quarter level while towels, toweling, and dishcolths showed a 1 percent increase. 
The other major fabric classes showed decreases ranging from 38 to 7 percent. 

Other woven cotton fabrics showed an inrcease of 6 percent from the 1957 
second quarter level and fine cotton fabrics, and towels, toweling and dishcloths 
showed increases of 4 percent and 2 percent respectively. Production for the 
remaining fabric classes decreased 12 to 16 percent from the 1957 second quarter 
level. 

Beginning with the first quarter 1958 report, some revisions have been made 
to the fabric reference list used to collect these data. The majority of these 
changes have been made to fabrics included in the category “Print Cloth Yarn 
Fabrics.” Within this category comparable data for 1957 are available only 
for groups of fabrics and not in the detail shown for 1958. 

Coverage: The data included in this report represent the entire production of 
cotton broadwoven fabrics over 12 inches wide. Estimates have been included 
for all manufacturers whose reports were not received in time for tabulation. 
Such companies acounted for approximately 2 percent of the total production. 
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TABLE 1.—Summary of production by class of fabric 


(Thousands of linear yards] 





























| | Percent change April- 
| April- | June 1958 from— 
June | January- April- 
Type of goods 1958 March June } 
(prelim- 1958 1957 | 2 January- April- 
inary) March June 
1958 1957 
| 
Cotton broadwoven goods, total.....| 2, 199, 346 | 12,341,189 | 2, 438, 963 a6 —10 
Duck and allied fabries__._..._..........-- 46, 499 52, 114 55, 239 —11 —16 
Sheeting and allied coarse and medium | 
a Yee i ee eae | 551,933 | 1591, 429 641, 322 —7 | —14 
Printcloth yarn fabrics............._._-__- 829,134 | |! 893, 242 969, 956 —7 —15 
Colored yarn fabrics.__.................... | 115, 505 123, 948 132, 589 —7 —13 
Towels, toweling, and dishcloths_________- 132, 709 | 131, 290 130, 665 +1 +2 
Napped fabrics, blankets and blanketing_- 49, 206 | 52, 620 56, 115 —6 —12 
Fine cotton fabries__._...............__- 358,171 | 1376, 265 343, 262 | —5 +4 
Other woven cotton fabrics and specialties.| 116, 189 |_| 120, 281 109, 815 —3 +6 
| 
1 Revised. 


2 2d quarter 1957 data are from the annual summary, series M22T.1-07 released Aug. 21, 1958. 


a wp Pastore. Is there anything further? Thank you very 
much. 

Mr. Jackson. Thank you. 

Senator Pastore. Mr. W. Ray Bell. 

First, however, I want to make this announcement. I am not try- 
ing to restrict anyone in their presentation, but if your statements 
are repetitious in any form, we would appreciate very much, it being 
4 o’clock in the afternoon now, with about 5 or 6 other witnesses, that 
you skip-read. We will have the whole statement put in the record 
for the benefit of the full committee, and the pall ne of Congress, 
but if you can afford to skip-read, or merely give us a résumé, we 
would appreciate that very, very much. 


STATEMENT OF W. RAY BELL, PRESIDENT, THE ASSOCIATION OF 
COTTON TEXTILE MERCHANTS OF NEW YORK 


Mr. Betz. Thank you, Mr. Chairman. It is a great privilege to 
appear before this committee. I am W. Ray Bell. I am serving my 
25th year as president of the Association of Cotton Textile Merchants 
of New York. Our organization is a voluntary trade association 
whose functions and activities are concentrated on market issues and 
the problems of textile distribution. Its members are selling divisions 
of textile mills or sales agencies which represent primary mills in the 
market. They are preponderant in the field of cotton textiles and 
our views are naturally most pertinent to this area, and especially 
with respect to woven cloth and cloth products fabricated at the mills, 
such as sheets, pillowcases, towels, bedspreads, blankets, diapers, et 
cetera. 

Since New York City is the central market place for textile prod- 
ucts, whether produced in the United States or abroad, it is here that 
competition decides the fate of textile plants and communities located 
throughout the entire country. When demand is good and prices 
reflect reasonable profits above costs, mill operations and textile em- 


ployment improve. The reverse is true in periods of declining mar- 
kets and distressed price levels. 
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Records of the Census Bureau already in your files will show that 
for the past 5 years, from 1953 through 1957, the average annual pro- 
duction of cotton woven cloth in the United States has exceeded 10 
billion linear yards.. Other official records will show that since 1951, 
the average annual profits for the textile mill products industry as a 
whole have been far b2low an adequate return, either on sales volume 
or stockholders’ equit -. Having persisted over several years, these 
conditions are unhealthy, and are reflected in the records of operating 
curtailment and increase mill liquidations. While criticism may prop- 
erly be directed at some segments of the industry for overproduction in 
a declining market, as happens in 1956, we do not believe that the prob- 
lem can be dismissed as a cyclical experience in the shuffling of accumu- 
lation and liquidation of mill and trade inventories. 

It is true that hand-to-mouth buying by the textile trades has almost 
become an ingrained habit in recent years, and that this is an important 
feature of the extended period of difficulty in our industry. It is true 
also that competition is very keen, and that the patterns of competi- 
tion vary between different fabric groups of the same fiber, between 
fabrics of different fibers, and between textiles and many nontextile 
items. 

As instances of such competition can be cited metallic awnings which 
compete with awnings made of woven duck. Or the broad expansion of 
plastics which compete with woven goods in rainwear and shower 
curtains and tarpaulins and other things. Or paper napkins, towels 
and disposable tissues. An area of considerable magnitude is bag man- 
ufacturing. This market is shared by coarse yarn cotton textiles, 
burlap or hessians imported chiefly from India and Pakistan, and 
paper. In the war years when burlap imports were cut off, mills in this 
country had to supply yearly requirements of 1.4 billion yards of cloth 
for bags. Imported burlap which is cheaper than American cotton 
goods, now amounts to about 900 million yards a year. This big war- 
time market for cotton in this field is gone, and it is probable that the 
approximately 600 million yards of cotton goods that went to bags 
before the war has been more than halved. Meantime, the growth in 
the packaging industries, a vast expansion since the war has gone 
increasingly to paper, with plastic film currently becoming important, 
and both of these are at the low end of the scale of costs in this 
important field. 

It is not my intention to tax this committee with a catalog of com- 
petition in textiles and the many conflicts between textiles and other 
products; only to indicate to you briefly that cotton textile market is 
not one market but many and that it is an area of narrow profit 
margins which is providing the people of this country with require- 
ments second only to food in vital importance. It is contributing these 
products to the economy at very low prices and affording the public 
one of its few areas of bargains in an otherwise inflated economy. 
Nor do we complain to this committee of competitive conditions which 
are fairand sound. We ask noaid from Government in meeting com- 
petition with paper and plastic and metal products. We believe it is 
our job, and not that of the Government, to meet such competition in 
the open market on a basis of quality and price and the selling arts, 
and it isa job our members are doing, day in and day out. 
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Where, then, can your committee be of help in bringing about bet- 
ter conditions and fuller employment in textiles? Since it is our 
conviction that Government and ourselves are at one in desiring the 
freest markets and open competition, we can suggest only this: ‘That 
the ground rules for competition laid down by our Government shall 
themselves be fair, and that where they are cedar unfair and discrimi- 
natory, they should be rectified. 

As market people, there are two prime areas of Government control 
and manipulation through which we consider the cotton textile indus- 
try is being unfairly penalized. They are the two-price, quota-pro- 
tected Government system of marketing raw cotton, and the Govern- 
ment policy of encouraging imports of cotton textiles, made from 
cotton subsidized by our own Government, and under wage rates and 
labor conditions low in relation even with the minimum standards set 
by law for production in the United States. 

Your committee has heard a great deal of testimony on raw-cotton 
matters in prior hearings. I shall therefore be brief in summarizing 
the cotton part of this program. It is of record that the United 
States Government for the better part of three decades has held the 
cotton market at an artificially high level by means of the annual 
bid for the crop euphemistically known as loan. It is likewise 
pretty clear that this has meant a high price for American cotton, 
and, normally, lower prices for foreign cotton whose production has 
expanded vastly. It likewise is well known that the United States 
Government imposes a quota on foreign cotton imports, under which 
the whole United States cotton textile industry is permitted to import 
in 1 year less than a single day’s normal consumption of those cotton 
qualities which make up about 98 percent of the American crop, and 
only slightly more generous amounts of certain minor cotton varieties 
that are not produced here. 

This means that American mills must buy American cotton at an 
artificially high price fixed by our Government. This artificially 
high and uneconomic price is discriminatory and injurious to them 
in two ways. First, it is a handicap to the cotton textile industry 
to have to enter goods into the national market made from an art- 
ficially overpriced raw material to mene en with new materials— 
paper, plastics, various synthetics, or what have you—when those 
new materials are priced without Government interference by the 
operation only of the laws of supply and demand. Second, it is dis- 
criminatory to our cotton textile industry because mills in other coun- 
tries have constant access to cotton at the world price, which our 
Government denies us. Our imports are thereby boosted and our 
textile export trade damaged. 

A further and even more injurious feature of this Government 
cotton-control program is that in recent years our Government, loaded 
with excess cotton acquired in its agricultural program, and having 
lost heavily in the export markets through artificially high prices, has 
elected to promote the sale of American cotton to mills in every 
country in the world except the United States at prices about 20 
percent less than the price it compels the domestic industry to pay. 
While it firmly and effectively bars any of this cheap cotton from ever 
finding its way back into our home market as fiber, it openly permits 
this “fire sale” American cotton, or for that matter any cotton in the 
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world, to enter the United States markets in the form of cotton goods, 
all the way from yarn through cloth to apparel, household and other 
end-use products. 

Let me reemphasize these discriminatory practices. The law ex- 
cludes foreign cotton by quota but admits any amount of cloth made 
of cheap foreign cotton. The law bars any American “fire sale” 
cotton from getting back here, but imposes no compensating tax on 
cloth from abroad made of this “fire sale” cotton. It should be noted 
that 25 years ago, before the processing tax was ruled unconstitutional, 
it—the tax—was rebated to domestic mills on products competitive 
with burlap and imports of cotton products dou any country, a 
compensating tax was levied. 

The second area of discrimination, and where were in the markets 
feel that this industry is most severely penalized, is in export and 
import trade in textiles. 

Our situation in exports is very simply stated. In 1947 the United 
States exported 1,480 million square yards of cotton textiles. In 1957 
our exports were down to 553 million square yards. They will be less 
this year. That is a decline in a little more than a decade of nearly 
a whole billion square yards of fabric. And even the reduced amount 
of exports we have been able to retain is sustained mainly by the fact 
that our Government has granted exporters a compensatory payment 
which, solely for export shipments, is intended to equalize the differ- 
ence between United States raw cotton prices and the cutrate prices 
for American cotton to overseas mills. 

Later witnesses at this hearing will present more detailed informa- 
tion on our export problems. Suffice it to say that in the entire his- 
tory of our Government’s trade agreements program, except for Can- 
ada, we can recall not one instance where United States negotiators 
have won or even sought for the American cotton textile industry a 
single concession in tariff or elimination of obstacles to the entry of 
our goods into markets overseas. Reciprocity here, as in other areas 
we shall cover later, has been a hollow word. Except for Canada, we 
have received nothing, although we have granted concessions in tariff 
on textiles entering the United States to every country in the world, 
bar only those areas behind the Iron or the Bamboo Curtains. 

Meantime, the limited exports we have are gravely imperiled. 
Our important markets are Canada, the Philippines, and Cuba. 
In 1957 they took 60 percent of all our exports. Canada, our best 
export market, is now instituting under a law effective last Septem- 
ber new antidumping controls aimed at the protection of its own 
mills, which ironically seems likely to injure our trade with our 
next-door neighbor to the north more than it will affect the Dominion 
trade with Japan and Red China. 

The Republic of the Philippines next January will double its 
tariffs and is busily engaged in building its own textile industry 
to self-sufficiency. Cuba is protecting a home textile industry far 
inadequate to its own needs. Other countries resort with scarcely an 
exception, not alone to protective tariff rates, but to the use of quotas, 
import licensing, and exchange restrictions. 

Since the Congress has little, if any, jurisdiction over the eco- 
nomic developments in foreign countries or their working and living 
conditions, your committee can only insist that the formidable bar- 
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riers to our textile export trade be recognized and that countries which 
seek a share of our markets should not deny us access to their own. 

It is with imports that we are most deeply concerned. Exports 
are important, but the United States textile industry, the largest 
textile industry of any country in the world, and the industry which 
with the allied apparel and related trades accounts for 1 job in every 
7 in all of this country’s manufacturing industries, must depend 
on the home market for 95 percent of its business volume. [If this 
market is healthy and competitive under fair conditions, then this 
industry is prosperous. If this home market is undermined, then 
depressed conditions are the inevitable result. 

The cotton textile industry, as other witnesses have stated in your 
prior hearings, operates with raw fiber which constitutes on an aver- 
age 50 percent of the value of product, with labor costs which account 
for about 20 to 30 percent, and its technology and equipment has no 
exclusiveness, being available to all countries. Under our cotton 
program, as I have pointed out, foreign countries are able to get 
both foreign growths and American cotton at world market prices 
cheaper than we have to pay for it. Wages in the cotton textile in- 
dustry in this country are from 3 to 10 times the rates paid in other 
countries. In addition, grants and financial assistance in the pur- 
chase of cotton, three-way arrangements with the grants of our cot- 
ton to other countries providing they have it made into goods in third 
countries, technical advice, and marketing advice to foreigners on 
how to sell textiles and apparel in the United States, are freely pro- 
vided by our Government to our competitors. 

Our Department of Commerce even expends substantial sums with 
a trade fair in New York each year intended to sell foreign goods 
in the United States market, and a great part of the goods so pro- 
moted are textiles and textile products. Our International Co- 
operation Administration in fiscal 1957 brought $89 million worth of 
textiles from foreign producers against only $7 million worth in the 
United States. In the last 10 years this Government agency has pur- 
chased $389 million of textiles of which the percentage spent in the 
United States has dropped from 50 percent in 1950 to 714 percent 
in 1957. 

Our own textile industry enjoys a pittance of such aids from the 
Government. Instead it has been the victim of repeated reductions 
in its meager tariff rates. Little heed has been given to oft repeated 
advice and testimony by industry witnesses before Government agen- 
cies that the successive cuts in tariffs would prove harmful and dan- 
gerous to our national economy. The rates remaining since the Japa- 
nese trade agreement effective September 1955 which slashed the 
previously prevailing level by 20 to 50 percent are so low as to be 
insignificant when contrasted with a 6 to 8 cents per pound foreign ad- 
vantage in cotton cost and wage rates such as in the Far East amount- 
ing to 10 cents on the dollar paid here. The results of this have been 
spelled out in detail before this committee; you have a full record of 
our and the industry’s figures on the rise in imports over the post- 
war period. Even our Government finally began to appreciate and 
alter the situation when, effective in January 1957, it was arranged 
that Japan for 5 years limit its shipments of cotton textiles and cot- 
ton apparel and made-up products to the equivalent of 235 million 
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square yards per year. That country is now proposing, after only 2 

ears of operation of its quota, to boost it by 10 percent for 1959 
despite full knowledge of the continued decline in United States pro- 
duction and demand. 

The trade and tariff advantages granted Japan, however, extend 
automatically to other countries, and it is not at all surprising to find 
that imports are now expanding rapidly from other low-wage Far 
Eastern countries, and most notably from Hong Kong. For instance, 
imports of cotton manufactures from Hong Kong to the United States 
have risen from $670,811 in 1956 to $5,762,897 in 1957 and $9,375,000 
for 7 months of 1958. The heaviest concentration has been in items 
of made-up wearing apparel with respect to which is quoted below 
a recent report from the American consulate general in Hong Kong: 

The value of cotton garments exported to the United States from Hong Kong 
reached a total value of approximately US$1.3 million during September. 
There was a marked decline in blouse shipments as only 27,000 dozen blouses 
valued at HK$135,000 were exported during that month. Exports of shirts 
again rose and totaled an estimated 98,000 dozen during September ; the value 
of these shipments reached almost US$476,000. Brassiere shipments registered 
a sharp rise to about 59,000 dozen worth approximately US$148,000. Pajama 
sales also increased to value of US$208,000, an estimated 21,000 dozen. Other 
types of cotton garments accounted for US$330,000. : 

Total cotton garment shipments from Hong Kong to the United States for the 
first 9 months of 1958 have now reached a value of about US$11 million. . 
Broken down, this figure represents approximately 345,000 dozen cotton shirts 
valued at US$1.8 million; 602,000 dozen blouses worth over US$2.9 million; an 
estimated 321,000 dozen brassieres with a value of near US$811,000, and 81,000 
dozen pajamas worth about US$808,000. The remaining US$4.6 million is ac- 
counted for by cotton play clothes and other garments. 


This experience with Hong Kong clearly illustrates the ineffective- 
ness and the stopgap nature of a quota system established by a single 
country selling textiles to the United States, where common national 
policy, good sense, and equitable treatment between the nations deal- 
ing with us would necessitate quota action by the United States itself, 
applicable to all countries based on their historic position. 

he concentration of textile import items in certain markets de- 
serves special attention, of only because of the widespread propa- 
ganda which compares total cotton textile imports with total cotton 
textile production and so finds these imports inconsiderable. We 
estimate that currently more than 300 million yards a year of cotton 
textiles or their equivalent in cotton apparel and made-up goods 
are entering this country from all foreign sources. But to measure 
oe against a 10 billion yard United States production is to distort 
acts. 

One basic reason is that our markets divide roughly into about 50 
percent of production going into the apparel trades with the balance 
to household and industrial uses. Rather little of the imported 
goods, particularly from Japan or the Far East where the pound 
of cotton manufactured into more yards of finer or lighter cotton 
goods will produce more dollars, goes to industrial goods which are 
normally heavy fabrics. Not too much, except for a table napery 
market which Japan has virtually preempted and a substantial 
amount of pillowcases falls in the home furnishing category. This 
means that the vast bulk of imports from Japan and from other 
countries entering the United States is concentrated in that half of 
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the United States textile market devoted to apparel uses. Right 
here the percentage of imports to the United States production of 
reasonable comparable items approximately doubles or, in other 
words, 6 percent instead of 3 percent. 

Actually the only sound comparison are of fabric groups imported 
and the similar fabric groups produced here. Clear examples are 

inghams where imports run 15 to 18 percent of United States pro- 
Seitien of these fabrics, or velveteens, where imports have exceeded 
total United States production. It gives the manufacturer of ging- 
hams, who operates with box looms, and can make nothing much 
else but ginghams, little satisfaction to know that the percentage 
of imports against the whole United States cotton textile industry 
is perhaps only 3 percent, when an 18 percent bite is being taken 
out of the only produce he can make and the only source of income 
for his mill and its employees. 

Again, in cotton textiles, the apparel trades are our growth market. 
During the past 5 years, based on bales of cotton consumed, a 15 
pee rise has occurred in this division of the market, the home 

urnishings-industrial area having lost that percentage. It is the 
growth area, the area where our broadest market research and sales 
promotion and advertising and other efforts are concentrated, on 
which mills overseas are battening with their low costs and the 
ability to take a free ride on the advertising and promotional dollar 
we expend. One of the market effects of any such condition is the 
tendency to undermine and discourage the spending of more money 
on research and promotion—dollars which this industry greatly needs 
to spend in increasing amount to assure its future expansion. For 
the chances of recovering that dollar before virtually identical im- 
portations cut into the market and undermine the price stand def- 
initely at risk. Competition at home is sufficient to keep such risks 
relatively high, but after all, that competition is on the same or 
virtually the same ground rules as to raw material cost and wage 
rates. Import competition with costs far below those of our most 
efficient mills is an entirely different matter. 

This industry has suffered now for several years from low prices for 
its products and the most meager earnings. The period of low prices 
has coincided rather closely with the period of rising import com- 
petition. Although it is not easy to measure, there is little doubt in 
the minds of all in the textile industry but that low-priced imports are 
a major factor in delaying recovery in our markets. We do not say 
that our prices are being set in Osaka—but we do believe that foreign 
goods laid down here a paid at prices under our cost of production 
do bear down heavily on American fabric values. 

As we in the market, a market which is dealing in many kinds of 
goods with basic cloth, constructions traded at one-eighth cent per 

ard price changes which may spell the difference between profit and 
oss, weigh this condition, we are convinced that imports are diluting 
the price structure far beyond their actual weight in yards. A cus- 
tomer offered cotton textiles at the mill’s price will state that he is 
offered virtually the same goods imported at a lesser price. He has at 
hand a weapon he can use, either to induce the mill to meet the import 
price or at least to make a material concession in his quoted price for 
American goods. If the offering of imported goods is of substantial 
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volume, it can thus disrupt these sensitive markets for a day, or a 
week, or longer. 

In the different markets we have been going through, it is not 
unlikely that one seller, if not another, will give way to secure business, 
and thereupon the market moves downward or is held to levels of cost 
or the barest profits. 

We cannot leave this subject without reference to one very dangerous 
recent trend which promises grave injury extending beyond the textile 
markets themselves but just as vital to them as direct import of textiles. 
That is the broad tendency of Japan, Hong Kong, and other countries 
to expand their shipments of apparel and made-up goods. These 
countries find in these products a means to pyramid at several stages 
of processing the big labor cost advantages they have. It is literally 
true that where imported fabric may discount American values by 
cents a yard, imported garments discount the domestic product by 
dollars per dozen, and on the retail counter by dollars per garment. 

The importation of garments cuts into the important United States 
garment manufacturing trades which sta me | more workers 
than the textile industry itself. For the textile industry, however, the 
net result of this trend is the same. A cotton mill is just as dead, 
whether its throat is cut by our Government’s discriminatory policies 
in favor of textile imports or starves because its customers, the gar- 
ment cutters, have themselves been killed off. And killed off they will 
be if this trend toward greater and greater imports of garments is 
permitted to continue. 

Senator Pastore. Has there been a trend in that direction lately ? 

Mr. Betu. Yes, sir. 

Senator Pasrore. Exaggerated ? 

Mr. Brut. The trend, I have mentioned Hong Kong which is large 
in this field and that has increased in itself, as I pointed out, from 
$670,000 worth in the whole year of 1956 to around $11 million worth 
for 9 months of 1958. And as far as the Japanese quota arrangements 

0, in adjusting the shipments last year, there were many transfers 
rom the group that represents textiles over to the group that repre- 
sents apparel, and the trend continues in that direction. 

For many years we have been gravely concerned over the potential 
peril to our American economy from the clear implications of a foreign 
trade policy which is rigged to the advantage and favor of foreign 
competition in our domestic and overseas markets. We have de- 
nounced as inequitable and discriminatory a system which shackles the 
textile industry to artificially high prices for its raw material and to 
statutory requirements of living and working conditions while exempt- 
ing competitive goods of foreign make from the latter and granting 
them alone the benefits of cheaply priced raw cotton. In the face of 
this obvious discrimination against American producers, any equaliz- 
ing values in tariff schedules have long since been cast away in our 
trade-agreement negotiations under GATT auspices. Although we 
have not charged the administration officials with deliberate sabotage 
of our American textile economy, the fact remains that it is under 
continuous threat of being shut out of vital market areas due to handi- 
caps imposed by our Government and benefits granted our foreign 
competitors. 





bes 


1284 PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


In the quota arrangements completed with Japan in 1957, there was 
recognition of these inequities and a national policy of limiting the 
area of potential injury was instituted through the adopton of self- 
imposed quantitative restrictions on the part of the Japanese. We 
believe, in the absence of adequate tariff rates, that the same preceniyes 
of quantitative limitation should be promptly arranged with all other 
countries which are privileged to share our markets. Unless this is 
done, either on a voluntary basis or preferably by statute, we shall 
again stand convicted of international discrimination, with unlimited 
access for all except Japan and not even partial relief to the American 
industry from the uncertainties of foreign inroads. 

Senator Pasrore. Thank you very much, Mr. Bell. Any questions ? 
a senate Tuurmonp. No questions. Thank you very much, Mr. 

ell. 

Senator Pastore. There will be two documents on the gingham situ- 
ation included by reference. 

Our next witness is Mr. Dean Lewis. 


STATEMENT OF DEAN M. LEWIS, PRESIDENT, THE SILK & RAYON 
PRINTERS & DYERS ASSOCIATION OF AMERICA, INC. 


Mr. Lewis. Senator, mine will be short and sweet, it will not take 
long. While I represent a small segment of the textile industry, still 
it is an important one. 

My name is Dean M. Lewis. I am president of the Silk & Rayon 
Printers & Dyers Association of America, Inc. I have been connected 
with this organization since its formation in 1942, and this is my 10th 
year as president. I am also president of the Colonial Piece Dye 
Works, Inc., North Bergen, N. J., which is an operating plant in the 
silk and manmade fiber dyeing and finishing industry. Colonial has 
been in business since 1930 and employs 75 men and women. 

On July 10, 1958, David L. Benetar, Esq., of the New York City 
law firm of Nodlinger, Riegelman, Benetar & Charney, our general 
counsel, presented a statement on behalf of this association and testi- 
fied before this committee in Washington, D. C. I understand that 
his statement was incorporated into the record of the hearings of 
your committee and our association hereby reaffirms his remarks. In 
addition to that statement, I would like to present to this committee 
on behalf of this association certain information concerning prob- 
lems of the industry and recommendations for the solution of these 
problems. My remarks will be of an introductory nature and the 
analysis of the problems as we see them and recommendations for the 
solution of these problems will be presented to you by our executive 
vice president, Mr. Joseph F. Wildebush. 

Without being repetitious of Mr. Benetar’s statement, I would like 
to briefly reiterate this association represents the industry which 
finishes and dyes silks and manmade fibers. Its approximately 100 
members are located in 6 States, namely, California, Connecticut, 
Massachusetts, New York, New Jersey, Pennsylvania, employ over 
6,000 employees, and process in excess of 600 million yards of fabric 
per annum. The association is the official and only spokesman of 
the dyers and finishers engaged in this line of work. 
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The industry involved: The industry on behalf of which this 
memorandum is submitted is essentially a service industry. It is 
comprised in the main of small-business units employing from 50 
to 150 workers. The industry prints, dyes, and otherwise finishes 
silk, rayon, nylon, and all other synthetic fabrics and combinations 
thereof. It receives from the converter, who in most cases is the 
owner, greige goods produced by mills. It imparts to these greige 
goods color, design, and the myriad finishes which in turn give such 

uality as shrinkage, crease resistancy, and water repellency and color 

astness, among many others. Its manifold processes bring about a 
transformation of the dull greige goods into attractive salable 
materials. 

The finisher is the keystone of the textile industry. He plays an 
essential role in an essential industry. 

This industry appeared on the list of essential activities issued by 
the War Manpower Commission during World War II. 

The fabrics processed by this industry are widely used in the manu- 
facture of clothing for men, women, and children, as well as in the 
manufacture of household accessories, such as furniture coverings, 
draperies, and bedspreads. The fabrics processed by this industry 
are an integral and pervasive part of the clothing and home furnish- 
ings of the Nation’s population. They also include many fabrics 
essential to our war and defense effort. In an economic mobilization 
survey made by this association in 1950, it was found that members 
of the industry processed hundreds of items during World War II 
and thereafter. 

We know that obviously in time of war not only are there military 
requirements to be concerned with, but also civilian requirements. 
Our ability to furnish civilian requirements in the way of material 
for civilian use such as dresses, suits, coats, tablecloths, curtains, 
drapes, scarves, ties, underwear; in fact, everything that a civilian 
requires is self-evident. I merely wish to emphasize that this in- 
dustry is not only essential in wartime, but in peacetime as well and 
I may add that the textile industry is the oldest industry in existence 
in the United States. 

A recent survey conducted among our members disclosed the follow- 
ing information. A large majority of our members suffered financial 
losses in the last 2 to 8 years; the number of workers employed by 
them decreased substantially in the same period. Our members have 
been forced to refinance or obtain additional moneys to stay in 
business in the past 5 years and the sources of these funds either 
were their personal savings or private lenders. As will be explained 
later, there is very little opportunity or ability on the part of our 
members to obtain loans from the Small Business Administration or 
banks or even from normal factoring sources. 

Practically 100 percent of our members favor a floor on prices, 
and in return for this, they are ready to be required to maintain 
certain minimum quality standards. Mr. Wildebush will explain 
this situation in more detail in his testimony. 

A vast majority of our members also indicated that for the past 
5 years their prices to their customers were lower, yet, strangely 
enough, their costs including labor and material were higher. There 
was no offset for our employers in the way of increased productivity 
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that could provide a sound economic excuse for lower prices. Man 
of our members have diversified the types of fabrics or materials 
handled in the pest 5 years in order to keep going. This is pointed 
out to assure this committee that our members are not in a man- 
agerial rut, but are cognizant of the economic facts of life and of 
the necessity for progress. They know they may be forced to add 
different types of equipment or change types of materials they han- 
dle in order to stay in business. ow all of our members have 
been hurt by foreign competition and this will be discussed more 

fully in Mr. Wildebush’s testimony. 

Almost 100 percent of our members favor an effective and con- 
tinuing enforcement of the fair trade practice rules already pro- 
ae for our industry and for the converting industry. It is 
not being done now and this, too, will be more fully taken up in Mr. 
Wildebush’s testimony. 

Attached hereto is a copy of a survey made by the Textile Workers 
Union of America, AFL-CIO, which shows that from January 1955 
to June 1958 approximately 147 plants, employing over 10,000 people, | 
went out of business in our industry. In our industry, as in other ) 
industries, when old plants go out some new plants come in. Old | 
men die, babies are born. However, more and more old plants are 
dying and fewer and fewer new plants are replacing, them. 

As president of this association, I have repeatedly requested a 
congressional probe into the problems of this industry, and it is a 
pleasure for me to have this opportunity to appear before your com- 
mittee. If, after hearing my testimony and the testimony of Mr. 
Wildebush, you have any questions to ask or desire any further 
information, we shall assist you in every way we can to insure the 
success of the activities of your committee. 

Senator Pastors. Thank you very much, Mr. Lewis. 

Mr. Lewis. Any questions? 

Senator Pastore. The appendix will be made a part of the record. 

It will be very important. 
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Dyeing, finishing, and printing plants out of business, January 1955—June 1958 





Name and location 


ies Py ENO, MTOORIVTL, IN, YF « «5cnncanscnewanentosseaddagesiehaeaets 
os Finishing Co., Lodi, N. J. (formerly Mercury Dyeing & Finish- 





ng). 
alent Hosiery Dyeing & Finishing, New York, N. Y. (nonunion). -.--.-_-- 
American Textile Printing Co., Inc., Paterson, N. J.-..--.-..--.---------- 
Apponaug Co., Apponaug, R. i 
Art Craft Photo Engraving, Requensect, Poe se ndiiitia cutie adinadicendiamed 
Artmore Creations, New York 
Associated Textile Printing Co., 
Atlantic Dye Works, Paterson, N.J 
Paul Austin Specia ties Ts aunton, ink niie nannicihaintdcmdhestaten Se 
Balray Corp., Passaic, 4. (taken over by Applikay Textile). ........-_- 
R. W. Bates Piece oty Garnerville, in. Dicupreneesucencteeneatabanaaidiae 
Bellefont Dyeing Corp., Rockville, Conn. (merged with American Dye) 
Bellman Brook Bleachery, Fairview, N. J. (UTW) 
Delmer Textile Prints Inc., New York City. ..... 2... ncccncescduseccssts 
Cardinal Neckwear, New York City-_-_._- 
Carolina Processing Corp., Charlotte, N. o. 
Carrinnoe Finishing Corp., Garnerville, N. 
Charmprints Co., Inc., Paterson, N. J. — rged with Colonial Print) _.._-- 
Church Street Printing & F inishing Go., NEW Yore. CH. us asceicee den 
Colgate Piece Dye Works, Hawthorne, Nidan aaa eae 
Como Art Process Corp., Brooklyn, NN. Ye ikki stidatibatnaden 
Continental Screen Engraving Corp., U nion ity, We cee 
Coronet Textile Screen Engraving Co., New York City 
Creative Processing Co., Paterson, N. J os dienitlnaaacstuendinasetnahaama sala 
Crest Textile Processing Corp., Pate NS BE oT nin ciaeeamnnin tae 
Crown Dyeing & Finishing Co., Philadelphia, Pa 
D’Avar Textile Printing Corp., New York City...........--......-.--...- 
Te ee (0. IO, TMeersO, IN. J... ncannnatanccacusccuisssmentas 
I Ad DORON, P6s Onc non canunemnaicnpmandsaaewmscociieninaaae 
Delaware Dyeing & Finishing Co., Inc., Easton, Pa.................--.-.- 
Duchess Dyeing Corp., Paterson, N. J 
Sn ne POGUE WOUE CII0G on... amsndmnnetauasaunacanenaimak 
Dutchess Bleachery, Wappinger Falls, N. Y. (monunion)..-...-......----- 
Dynamic Finishing Corp., New York City 
Ercolano Co., New York City 
Excellent Textile Dilees, Phe: OONIIOO IN, X ono. occ nncu eco ee ce 
Fallsview Piece Dye Works, Paterson, N. J 
Fairlawn-Richmond Finishing Co., Richmond, Va-.__...................--- 
Fanlin Textiles, Inc., Paterson, N.J 
Fastex Printing & Dyeing, Sterling, Conn. (nonunion) 
Federal Textile Printing Corp., New York City 
en i, DONO, Ti Bn octmsiisnmnennnbanteautinninapeersnelith 
Future Designs, Inc., New York City 
Posurees Panels Printing, Paterson, N. J . 2... .ncccccscncceccccncudtacacacs 
Galli Dyeing i A Ds Diccie ccuin cihepannantuanietnmnmeleniaaeses 
Glasgo Finishing, Glasgo, Conn. 
A. Glass & Sons, Brooklyn, N. Y- 
Glendale Textile Process, Glendale, Long Island, N. ° 
Glenlyon Printing Works, Philipsdale, R.I. aneneenmanees 
Greene Finishing Corp., New York C ity_. as 
Greenwich Printing & Dy eing, East Greenwich, R. I_-.._.-__- 
Hiuledon Textile Process, Pi iterson, N. iewae 
Hamilton Dyeing & Finishing Co. , Paterson, N. J. sae anak a 
Hind Prints Inc., New York City ; sttibain qin gae anes 
Harmony Textile P rinting Works, Passaic, Ti dickies asia aplincoatabcn see ney 
Hendor Mills, Inc., Paterson, N j cil dhn Sint btek cine hah csc tee 
Herzl Textile Dyeing Corp., Brooklyn, N. Y 
Highland Engraving Co., Passaic, N. a ha 
Hockmeyer Bros. (W: ster Head Mills) Lowell, Mass. (nonunion). ake 
Hudak Steaming & Washing Co., New York City..-.-. sc amctend tect 
Ideal Textile Printing Inc., Paterson, N. J. ate 
Imperial Screen Printing Corp., Glendale, N. Y- 
Impression Prints Co., New Y ork City 
Impulse Designs, Inc., New York City__ 
J & J Studios, New York City ee patie aerate 
Jade Textile Processing Co., Hale sdon, Ne Mies icacanct ee ee oo ; 
R. J. Kingsbury, New Y ork din ah cers araissecareshdeasneschadstioce anna 
R. Krause E mbossing Co., Inc., Fé airlawn, N. J- 
Thos. M. Kreger & Son, Lodi, N.J. (consolid ited into ABC-Kreger + Corp.) 
Loyal Piece Dye W orks, Ine., New York City 
M & M Embroidery Corp., Brooklyn, N. Y Be 
Manhattan Yarn Dye & Bleach, Brooklyn, ey 
Ray Manuel Studi», New York c ity 
F, P. Maupai Dye ing Co., West New York, N.J..-_--------- 
Maxim Hand Paint, New York City - 
Mayegreen Piece Dye Works. New York City--..-.........-.......-------- 
Metro Dyeing & Finishing Co., Inc. , New York City 


29350—59—pt. 4———-6 


“( nonunion) 














Number of 


employees 


14 
15 


5 
170 
400 

2 

12 
34 
65 
10 

2 
165 
104 
475 

10 
10 
80 
10 

5 


225 


10 


10 











Date 


February 1958. 
February 1957. 


July 1957. 
November 1956, 
March 1958. 
February 1957. 
May 1955. 
November 1955. 
May 1955. 
September 1955. 
February 1958. 
April 1955. 
November 1957. 
June 1956. 
January 1955, 
July 1955. 
July 1956. 
December 1955. 
July 1955. 
April 1957. 
December 1957. 
May 1958. 
August 1956. 
March 1956. 
April 1957. 
December 1956. 
November 1955. 
March 1958. 
February 1955. 
June 1957. 
June 1956. 
March 1958. 
January 1956. 
1955. 

October 1957. 
January 1958. 
May 1958. 
January 1955. 
June 1957. 
September 1956. 
June 1956. 
March 1958. 
January 1958. 
September 1957. 
August 1957. 
June 1958, 
July 1957. 
August 1955. 
October 1956. 
December 1957. 
January 1956. 
June 1957. 
June 1958. 
August 1955. 
January 1955. 
December 1956. 
November 1957. 
May 1958. 

May 1955. 
September 1957. 
April 1958. 
February 1958, 
March 1955. 
December 1955. 
July 1955. 
August 1957. 
April 1955. 

Do. 


| November 1957. 


August 1957. 
April 1958. 


| February 1957. 
| July 1955. 


December 1955. 
February 19658. 
March 1957. 
April 1958. 
March 1956. 
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Dyeing, finishing, and printing plants out of business, January 1955—June 1958— 








Continued 
Name and location Number of Date 
employees 

Modern Steaming & Washing Co., New York City_........--------------- 16 | July 1955. 
ee CD UI, DN ae. ca ose paseacnmesscbentwscnocens 30 | September 1956. 
National Piece Dye Works, Long Island City, N. Y......-----.-----.---- 25 | April 1956. 
Newton Textile Bleaching & Dye, Newton, Mass. (nonunion)-_.....-....-- 20 | January 1957. 
POE) SINE, DEON WME, CRIN Ti oo vnc omnciedcniewrccedsewnncccsenuns 15 | October 1945. 
Novelcraft Processing Co., Inc., me York MN eit decd ibee cnctnicnie 10 | June 1955. 


M. M. Nuccio & Co., Brooklyn, N Didi dbikiabewadenincdlivnweonnkona 
Nu-Color Dyeing & Finishing NE ESS Si, Lae 
CO SE BUTE Tinh eu den Gicagdddsevadceccarmvsecdecssuaus 
Pan-American Screen Printing, New York City_._..-...--.----.-.---.---- 
Paramount Printing & Finishing Co. a Pewtdenst, 8. To 2 de... 
PORTO WU SI, POI, B86 Edd ctekness sen cnnccncdssensncseses 
Patrician Piece Dye Works, ie, TN xc tiiewinue dtnanaedindatcn asta 
Peerless Textile Finishing Corp., New York City__.......- bide dased 
Geo. H. Phelps Engraving Co.,Hawthorne, N. J.....-...----------------- 
Pees Beene Uren, Bne., COON, PAy Fo oiw io nec econ ae ccwe ces 
a ee IS FEET cinvnk concesesdevelacccencewsssatenes 
Pe EE WO. BE.,, DOMED, 26s Pi wccccccnscennctocscedncatebsnsess | 
I II, Bo Bs awh needa ccc cmeabsipuecanansssndccoeseuase 
Piymou.sh Dye Works, Inc., Paterson, N. J. ...........-....-..-.........- 
Primrose Textile Novelty, Inc., Paterson, N. J..-...--.----------.------.- 
ee er ON CET inc lice ce dildeed adele Lecibicnneeecnnod 
Progressive Silk Finishing Co., Hoboken, N. J......--.------------------- 


an pa 
on = 
So BR SuoEBBSasea0.8H 





Puritan Piece Dye Works, Paterson, N. J...................-..-.--...-..- | 100 
Quissett Screen Printing Corp., New Bedford, Mass_...........--.---.---- 8 | 
SEE GERNOT FLUE, BPOONIN Oy ONE So ccdciccwces ses miedecnsusucccoaccce 5A 
Ramapo Piece Dye Works, Sloatsburgh, N. Y. (nonunion) -........----.--- 100 
Rand Dyeing ae. PEs hth dnd undion awaneradnmmensewe onli 26 
eaeeney weyecms Garp., New Tork, IN. ¥ 2.260. .seccncccwnensscensscscsness 10 
Reynolds Screen Print, Paterson, cat ech ianncaniek Pet Ue cee 5 
Riverside Dyeing & Finishing ape: * a EES See eee 24 
Robertson Bleachery, Connecticut’ (nonunion). atta esetaetinaetaatiaiahngtns sel ixsehtciinetiad 150 
Royal Piece Dye Works, Inc., New York, N. Y.-...--.---------------.-.- 15 
Royal Textile Screen Printing, Brooklyn, N. Y. ced bsE Ch bo hsewsian odds 2 
ee RN BT os oa caren cane ceanwewandindsowrrwnenaadouda | 5 
Saman Plastics Corp., Brooklyn, N. os a elit satiate annie aida cbs asspralitiag as igeciw eid 10 
Schetty Bros. Co., Inc., SR Bs Bis wacmremcaninedecue Eide eathatidal 30 
Seneca Dyeing & Finishing Co., Inc., NN TR as atic we dnuwasebéded 15 
Shalimar Studios, New York City_- Sel cers cc cragcmes genie 2 
Robert Shandroff Dye Works, New York City. ete oid tieands ine aoecies iho 3 
S & A Shoopinsky, New York City. __ dich aktk Waieeibwnishertnanteins awhnds 6 
Slatersville Fin. Co., Slatersville, R. I...-......--------- fwmdseedathts 325 
Abe Sohn, New York City-- Rr ad Ee 2 
Southern Mercerizing, Tryson, N. C. (monunion)........------------- 200 
Specialty Dyeing Corp., New York City..-...----------- bz wes 6 
Sterling Textile Prt. Co., Paterson, N. J........--------------- kode 50 
J. L. Stifel & Sons, Inc., 'W EE iam iawn wma astonindieetaraea 400 
Sunset Lace Dye Works, ow 1 ae penta 6 
Superior Moire, Inc., West New York, N. J_-------- siccieeaacasaa signi : 15 
Super-Tex Proc. Co., Newark, N. J. (nonunion) lesan a ; ae 10 
Swansea Print Works, Fall River, Mass.--. 10 
Terrybrook Prt. & Fin. Co., Assonet, Mass. (nonunion)-.......--..-------- 25 
Textigrave Co., Paterson, N.J side ok) sdusbhs alee 5 
n. M. Townson & Co., Philadelphia, Pa Nisibninstinhe saad a 175 
Trek Embroidery Co., New York City___- sob ent lee ernst wae 6 
Tri-Color Dyeing & Finishing Co., Inc., Paterson, se ees aN 40 
Tru-Arts Textile Printing Co., New York City_- . MMR Gnade 3 
Uncas Printing & Finishing Co., Mechanicsville, I a ees Ge 120 
United Piece Dye Works, Lodi, 'N. J.- Higa dadake 7 
USF—Aspinook Division, Gera Corp., Norwich, Conn. ners MW). lara 500 
USF—Jewett City, Conn. (UTW)-_ wiles a wlaeohal 500 
Up-To-Date Yarn Dyeing Co., Brooklyn, ee Ok it 100 
Victor Vardan Studio, Brooklyn, N. , ws Sh tbeseutetiteendtndoca 1 
Ventex Finishing Corp., Paterson, Ee eg SR PY et 7 
Wallog Inc., Brooklyn, N. Y- i ihcacanacccmcancsatidodsnsiat saw aetna al tat 5 
Waverly Dyers, Inc., New York City__- jnssiilleapiilrs ntbadtnbibla tet 4 
Waverly Piece Dye Works, West Warwick, TEs sccecantsinimeotpainennccte Kalki 35 
Windsor Print Works, North Ad: ae Mass tae 400 
Winston Printing, Ine., Newburgh, N . (merged with Textile Printing 35 
Co., Lebanon, Pa.) 
Yale Piece Dyeing ry nies F OUNEIOI, TNS oo vn ween cciencicssncas Lena 42 
IND ic nin cineca eedabldeldhuatidetidanbindtstawesaer ness 10, 124 





Source: Dyers & Plastics Division, June 11, 1958. 





June 1957. 
January 1956. 
August 1956. 
January 1957. 
June 1957. 
May 1957. 
April 1956, 
December 1955. 
September 1957. 
December 1957. 
January 1955. 
July 1956. 

July 1955. 


| January 1955. 


February 1955. 


| October 1955. 


January 1958. 
June 1958. 
1955. 
March 1955. 
Do. 
February 1957. 
February 1955. 
April 1956. 
December 1957. 
May 1958. 
July 1955. 
April 1956 
August 1956. 
August 1955. 
May 1958. 
April 1955. 
January 1957. 
August 1955 
March 1956. 
December 1956. 
February 1957. 
July 1957. 
April 1956. 
May 1956. 
May 1957. 
March 1955. 
June 1957. 
November 1957. 
January 1957. 
December 1955. 
January 1958. 
June 1957. 
May 1955. 
January 1955. 
March 1957. 
August 1955. 
June 1957. 
May 1958. 
June 1957. 
April 1955 
August 1956. 
March 1956. 
August 1955. 
October 1955. 
May 1955. 
1956. 
October 1956. 


February 1955. 
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Senator THurmonp. It will be very helpful. 
Senator Pastore. All right, Mr. J. F. Wildebush. 


STATEMENT OF JOSEPH F. WILDEBUSH, EXECUTIVE VICE PRESI- 
DENT, THE SILK & RAYON PRINTERS & DYERS ASSOCIATION OF 
AMERICA, INC. 


Mr. WivpesusH. My name is Joseph F. Wildebush. I am the ex- 
ecutive vice president of the Silk & Rayon Printers & Dyers As- 
sociation of America, Inc., and have been with this organization in 
varying capacities for over 10 years. Prior to that, I was labor rela- 
tions director for Botany Mills, Passaic, N. J., for 314 years from 1945 
to 1948. I have been a member of the Bar of the State of New York 
since 1934 and served as an industry member of the Wage Stabili- 
zation Board from 1951 to 1953 in the second region. 

The statement and testimony of David L. Benetar, Esq., our gen- 
eral counsel, and Dean M. Lewis, our president, are already incorpo- 
rated into the record of the hearings of this committee. I would like 
to present to this committee on behalf of this association informa- 
tion concerning problems of the industry and recommendations for 
the solution of these problems. 

Specifically I will cover the following subjects: tariffs, stockpiling, 
foreign aid should include textile materials, domestic aid should in- 
clude textile materials, credit and financing, rigid enforcement of 
Federal Trade Commission regulations, regulatory commission. 

Tariffs: Our industry has experienced difficulties in connection with 
the tariff situation in three ways: 

(1) The importation of manmade fibers from Japan and other 
countries as finished piece goods, which can be sold at a profit in this 
country for less than it cost to manufacture, dye, and finish here, 
poses a serious problem. The problem is not confined to the amount 
and kinds of yardage coming in at any particular time. The problem 
is that the imported goods are sold at such a low price that they tend 
to undermine the entire American market. To cite an example, if 
dyers finish 1 billion yards of X type of material which is woven, 
dyed, and finished here and the cost of weaving, dyeing, and finishing 
the goods is 75 cents a yard, it is really possible to determine what a 
reasonable selling price should be, based on the cost. Now, however, 
if 100 million yards of this same type of material is imported and 
sold in this country at 50 cents a yard which is one-third less than 
actual domestic cost, the industry is in trouble. It may be argued that 
100 million yards is only 10 percent of what we manufacture so it 
does not mean too much. It is true that in yardage this does not 
not mean too much, but the price structure of the finisher has been 
seriously interfered with because customers will tell him they can 
get all the a oods they want at a certain price whether they 
can or cannot. At this the finisher often falls into the trap of selling 
below cost in an attempt to approach a competitive basis with foreign 
imports. 

(2) The importation of ready-to-wear items obviously hurts us 
and this is increasing because these items undercut the United States 
items in price. For example, I doubt seriously whether any part of 
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the American silk scarf business has been able to survive the effects 
of foreign competition. 

(3) Although not directly tied up to tariff, as much as 20 percent 
of the goods dyed and finished by our industry formerly was exported 
particularly to Central and South America. The export market for 
these goods has all but disappeared because we cannot compete with 
foreign textiles. 

We are not too convinced that an increase in tariffs is the only or 
proper answer to this problem. It may be that the establishment 
of a quota system would be the most effective way of handling textile 
importations. More detailed studies along this line, we believe, 
would be fruitful. 

We do recommend that legislation be enacted which would recom- 
pense owners of plants for their capital investments where they are 
forced out of business as the result of the tariff policy of this country. 

Senator Pastorr. How would you ever prove it ? 

Mr. Wupesvusu. I think, Senator, standards could be set up ac- 
tually based on records of the Tariff Commission itself where if the 
Tariff Commission, for example, rules that a segment of an industry 
is being hurt by foreign competition or foreign importations, and the 
Commission recommends that tariffs be increased and if the President 
thereafter reverses the Tariff Commission, as has happened, and as 
a result of such reversal plants are forced to go out of business, then 
I think the owners should be recompensed by this Government. 
There is a definite feeling in this industry that the Government views 
the textile industry as expendable or substantially expendable as a 
result of our foreign policy. We feel that we are pawns in the inter- 
national game of diplomacy, and we feel it is not morally right for 
the United States Government to take our taxes and use our money, 
in effect, to finance our competition to put us out of business. 

We have been informed that foreign dyehouses and textile plants 
are being set up, fully modern in plant and equipment, with Ameri- 
can financial aid. This obviously is unfair and amounts to destruc- 
tion of our industry. 

Now on the subject of stockpiling, we recommend that the Depart- 
ment of Defense and the civil defense authorities be required to stock- 
pile American-made textiles as part of defense mobilization. In this 
atomic age and with the robability of widespread damage in case 
of war, the old mobilization theory of having adequate production 
facilities on hand to manufacture materials must be given a second 
look. Mobilization planners should make sure that materials are 
available through stockpiling because of the danger of destruction of 
manufacturing facilities. 

Foreign aid should include textile materials: We feel that consid- 
eration should be given to the inclusion of American-made textiles 
when we send aid overseas. We have been too used to thinking in 
terms of sending money, equipment, and sometimes food. We ought 
to expand our thinking to include clothing and textile fabrics be- 
cause it is quite obvious in reading of conditions in various parts of 
the world that people there could use clothing. 

Segments of our population; namely, the unemployed, those in 


very low income brackets, and those on relief are obviously not in a 
position to adequately clothe themselves or their families. It is not 
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the policy of this country to permit its citizens to be homeless, hun- 
gry, and inadequately clothed. Provisions have been made for vari- 
ous forms of assistance in cases of emergency or periods of recession 
to provide aid for those in need. We suggest that American-made 
clothing and textile fabrics be among the items of assistance granted 
to our people in need. 

Now, on credit and financing, which to us is a sore point hardly 
any of the employers in our industry—silk and synthetic dyeing and 
finishing—have utilized Government loans through the Small Busi- 
ness Administration. The reason is that they cannot comply with 
the rigid requirements set up by the Small Business Administration. 
Many of our plants, because of the prolonged period of recession 
which they have encountered, are unable to secure adequate bank 
financing. Consequently, they are forced to go to commercial factors 
who charge much higher than bank rates or as happens to the bulk 
of our plants, they must go to private lenders who charge unusually 
large sums for financing. 

Peculiarly enough, our Government follows two sets of standards 
in loaning money. There is one set of standards for Americans and 
another set of standards for foreigners. This Government is unusu- 
ally strict and rigid in its credit checking and credit requirements for 
loans to Americans and American businesses. Instances have been 
reported to us of small business which have attempted to obtain loans 
from the Small Business Administration because business conditions 
have been poor as a result of which the financial picture of the busi- 
ness is not too good; in cases of this kind the Small Business Admin- 
istration has required not only personal endorsements on the part of 
the owners of the business, but also has asked for assignments of per- 
sonal insurance policies and personal savings of the wives of the owners 
as collateral security. Compare this situation with money loaned 
outside the United States. We are sure from what we have read and 
heard that this Government does not set up such rigid credit stand- 
ards for loans abroad. 

If legislation is required the legislation should be passed enabling 
the Small Business Administration to relax its security requirements 
in industries such as ours where plants have been in existence for 
years, employing a substantial number of people and doing essential 
wartime and peacetime work. 

Now to come to the Federal Trade Commission regulations, the 
silk and rayon dyeing and finishing industry has a set of fair trade 
practice rules which were promulgated December 12, 1941. The con- 
verting industry, our customers, also have a set of fair trade prac- 
tice rules which were promulgated on March 10, 1949. To the best 
of our information and belief, neither of these sets of fair trade prac- 
tice rules are enforced. I have been with this association for over 
10 years, and I do not recall a single instance where the Federal Trade 
Commission has called any converter or dyer on the carpet for vio- 
lation of these rules. We feel that these rules were intended to make 
this industry a healthy, ethical industry, and we strongly urge that 
the Federal Trade Commission look into violations of these rules not 
only on our part, but as to violations on the part of the converters 
as well. Violations on the part of the converters have serious impacts 
on our economic stability. 
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Now, as to the last item which could be controversial, there are 
three fundamental physical needs of human beings. They are food, 
clothing, and shelter. In varying ways the Government has stepped 
in to aid and protect those engaged in supplying the food and shelter 
needs of the individual. There are pabsitien for farmers of all sorts; 
there are pure food and drug acts regulating quality standards; there 
are FHA housing eer et cetera; however, there are no regula- 
tions dealing with clothing as such. We feel that it is just as essen- 
tial to have the Government interested in this phase of the tripartite 
need of individuals. 

The dyeing and finishing industry plays a most essential, if not the 
most essential, part in the entire textile operation from the weaving 
mill through the retail store. Obviously, without the dyer and fin- 
isher who imparts color, style, and finish to the fabric, there would 
be no salable goods. One would wear, in effect, sackcloth. The dyer 
and finisher is particularly vulnerable to a squeeze between his cus- 
tomer, the converter, on one side and the cutter on the other. If 
something goes wrong, it is always the dyer’s fault. If the converter 
is squeezed by the mill, he attempts to pass the squeeze along to the 
dyer. If the cutter finds himself with problems or if the market drops 
or the style changes, there is always the attempt to place the blame 
someway, somehow, on the finisher. 

The finisher’s profit is calculated in pennies per yard on material. 
The cost of dyeing and finishing a dress or a suit runs anywhere from 
15 cents to 25 cents per yard. fit takes 314 or 5 yards to manufacture 
a dress or suit, it is quite obvious that the dyer’s stake in the ultimate 
finished garment is, dollarwise, the smallest stake there is. To dye and 
finish properly so that a material is colorfast, crease resistant, sun- 
fast or protected against gas fading or is water repellent, takes 
money—but this money is measured in pennies. The tendency today 
and for the past 4 or 5 years has been to demand from the dyer qual- 
ity performance without paying for it. Obviously, this is an im- 
possibility or if the dyer does furnish the services properly but is not 

aid for them, he is selling below cost and eventually he will go 

ankrupt. Ultimately the consumer is hurt. If a proper dyeing and 
finishing job costs 10 cents a yard and the converter insists on paying 
6 cents a yard, the dyer cannot afford to get him a 10-cent job for 
6 cents. 

Senator Pastore. What can the Government do about that? 

Mr. Witpesusu. Senator, I am going to come to a part of this 
where the consumer is hurt and where I am going to recommend 
what the Government can do on this. 

Senator Pastore. All right. 

Mr. Wipesusu. A great deal of the trouble in this industry is 
caused by the fact that there is too much emphasis on eye appeal and 
price rather than insistence upon quality standards. Now a material 
may look attractive, may even feel good and yet will not stand up 
under certain test conditions. The consuming public does not know 
this or the consuming public perhaps is more conscious of a cheaper 
price than a better quality. This is harmful to the consuming public. 

For the same reason that the United States Government has in- 
sisted on following United States Pharmacopoeia which has mini- 
mum standards for aspirin, vitamins, or whatever the case may be, 
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so the United States Government should be interested in minimum 
quality standards in dyeing and finishing. 

Because of the lack of dependable information available to the 
public and because of the necessity of protecting the public, it is 
essential that a regulatory commission be established with power to 
set minimum quality standards. In order to make it possible for the 
dyers to attain the standards, it will be necessary to establish mini- 
mum floors on their prices. Now we know that the idea of floors 
on prices is not new. There are Federal and State agencies regulat- 
ing prices. The ICC regulates rates in transportation; public service 
commissions regulate rates in public utilities. Farm prices are regu- 
lated, milk prices, liquor prices and tobacco prices all are regulated. 
This is all done for the protection of the consumer. We strongly urge 
that a similar type of protection be given to the consumer of textiles. 

I may add in passing that occasionally when we advocate such 
protection, we are met with the question why cannot this be done 
voluntarily. We know from past experience this cannot be done 
voluntarily because of the following factors: 

One, we know of no real situation where voluntary compliance has 
been effective. 

Two, people are too price conscious and often will buy at a lower 
price regardless of quality or lack of it because of ignorance. 

Three, the attainment of quality standards requires incurring cer- 
tain basic costs and where competition is of the cutthroat variety it 
is impossible to obtain these quality standards voluntarily because of 
the added costs. Dyers and finishers cannot realistically agree to 
voluntary quality standards because they know that their customers 
will want them to furnish these standards without being willing to 
Syed them. 

ow, in conclusion, I would like to state that I am very happy to 
have had this opportunity to testify before your committee, and I 
welcome any questions you may ask concerning my testimony. We 
are willing to furnish to your counsel or your economists or any mem- 
ber of the committee, any and all information we have at our disposal 
including questionnaires, surveys, statistics, et cetera. If there is any 
further information you desire to obtain, we shall wholeheartedly 
strive to obtain this information. It should be noted that while we 
speak for the silk and synthetic dyeing and finishing segment of our 
industry, we have attempted to suggest solutions or legislation which 
would be effective for the entire textile industry rather than our par- 
ticular segment. We have attempted to look at this picture as a 
whole. We feel that the textile industry as such cannot be healthy 
if any segment or segments are not healthy. A ship cannot be sea- 
worthy if a compartment or compartments are leaking. We have at- 
tempted to be broad, yet specific enough so that this committee may 
have a better idea of our problems and our recommended solutions. 

I have read with much interest and have heard testimony by various 
textile executives that the textile industry faces greater control by the 
Government unless the industry itself solves the problems which have 
caused the chronic state of depression in this basic industry. I must 
disagree with the future tense of these gentlemen. I feel that there 
is nothing more that the industry can do on its own, and it is with 
great reluctance that I must state that only Government intervention 
will save this industry and that time is running out. 
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I appreciate having had the opportunity to appear before this 
committee. 

Senator Pastore. Thank you, Mr. Wildebush. Any questions? 

Senator Tuurmonp. No questions. 

Senator Pastore. Thank you very, very much. We will point out 
your offer as to any information to Dr. Miernyk. 

Our next witness is Mr. M. J. Lovell. Is he here? 

aaron was no response. ) 

enator Pastore. All right, Mr. Perry Moore. 


STATEMENT OF PERRY E. MOORE, SENIOR PARTNER OF 
ROBERT MOORE & CO. 


Mr. Moore. I am Perry Moore of Robert Moore & Co., cotton 
merchants, of 82 Wall Street, New York City. 

I have had the opportunity to experience the United States Govern- 
ment operations in connection with cotton since 1916 to date. Dur- 
ing that time we have had the Farm Board; Secretary Wallace’s 
scheme of plowing under cotton, the NRA; the Bankhead Act; the 
Stabilization Act; the Soil Conservation Act, and various export 
subsidy schemes. Now we have a new approach to solve the cotton 
problem under the Agricultural Act of 1958, Public Law 85-835, a 
law which socializes the cotton industry. 

During the period from 1933 to 1938 the various schemes adopted 
to solve the farm problem have cost the United States taxpayer about 
$21 billion, with no solution in sight. During the last 2 years, it is 
estimated that the CCC—on its cut-rate export programs—have lost 
close to $1.2 billion. In the first 2 months of the present fiscal year 
the CCC’s realized loss has cost the taxpayers $176 million. Under 
the law in effect for the 1959-60 period and 1960-61 seasons, and 
probably beyond, the Government stands to continue to pile up addi- 
tional surpluses of cotton that will be liquidated only at the cost 
of further billions of dollars to the United States taxpayers. 

Mr. Chairman, unless Congress will face the fact that the law of 
supply and demand is the only medium by which trade and private 
industry can successfully operate, there is little hope that our farm 
program will be solved. During the past 2 years we have been work- 
ing on the theory that by subsidizing the foreign consumers we can 
move, by sale methods or giveaway programs, the unwanted sur- 
pluses of raw material and not injure our own domestic mills and 
cotton trade or citizens, except the taxpayers. 

Facts have proved otherwise, and we now find that we have not 
only Stan our own industries and markets, but we have also 
demoralized the world markets. The only answer to this problem is 
the establishment of a one-price system, where our domestic industries 
and trade will have the opportunity to compete with the world mar- 
kets; where our own producers can have the use of their own lands 
without the Department of Agriculture telling what and how much 
each producer may plant on his land. If there is any subsidy to be 
paid, let us pay this subsidy in our domestic markets, where the effect 
of it can be beneficial to our consumers, manufacturers, business estab- 
lishments and trade of this country, not to the foreign manufacturers, 
consumers, or foreign politicians. 

Artificially holding up world prices only encourages excess pro- 
duction of commodities in other countries, the disposition of which 
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destroys the markets for our own commodities and at the same time 
creates an international problem when the liquidation of these com- 
modities force down world prices, to the internal detriment of our 
friendly neighbors like Mexico, Guatemala, San Salvador, Nicaragua, 
Peru, and Brazil. As recently as November 11, the Egyptian Min- 
ister of Economy accused the United States of dumping cotton on 
world markets and selling it at much lower prices than prevailed in 
the New York cotton market. 

The present law will channel a large portion of the 1959 crop 
into the Commodity Credit Corporation, where, in turn, it will be 
bottled up, adding unnecessary costs to taxpayers, with the result 
that further billions of dollars will be lost when Uncle Sam conducts 
another “fire sale.” The forcing of this surplus cotton upon the 
world markets will again cause increased demoralization in them and 
involve further problems for our State Department. 

May I point out that 4 years ago an Assistant Secretary of Agri- 
culture spoke of the CCC as follows: “The CCC is possessed of a 
tremendous concentration of power, being the country’s largest non- 
financial corporation, and bigger even than General Motors and Ford 
combined, with the Government itself being responsible for its huge 
surpluses because it has continued the wartime system of protecting 
prices too long.” 

An excellent example of this mushrooming growth is furnished by 
the fact that since June 28, 1950, or in 8 years’ time, its borrowing 
authority has been raised through special legislation from $4,750,- 
000,000 to $14.5 billion. This is the price we pay for price insurance 
as we socialize the textile industry and cotton trade and destroy our 
future exchanges. 

In years previous to the taking over of our cotton industry by this 
giant Government bureau, free enterprise underwrote price insur- 
ance through the use of the futures contract and the cotton exchanges. 
Thus, these shocking losses to our taxpayers would have been impos- 
sible as they would have been underwritten by the participants of 
the free enterprise system. Now, however, we find that through this 
money extravaganza by the Government, both our textile industry and 
our legitimate futures markets are undergoing gradual but certain 
strangulation. 

As soon as Congress convenes, it should take steps to bring about 
a change in this cotton program and return the marketing of cotton 
to the legitimate trade through the establishment of the one-price 
system. If there is going to be any aid to the producers, who feel they 
are entitled to the domestic market, then the money should be spent 
in the United States, thus aiding business here and not that of foreign 
countries, particularly the iron curtain countries, whose business 
helps to undermine the free world. 

Since our domestic mills consume two-thirds of our production and 
employ about three million people, why should our industries be de- 
stroyed through a false governmental policy. 

Thank you. 

Senator Pastore. Thank you very much, Mr. Moore. 

We will recess until 9 o’clock tomorrow morning. 

(Whereupon, at 5 o’clock, the hearing was recessed to reconvene 
at 9a.m., Thursday, November 13.) 
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THURSDAY, NOVEMBER 13, 1958 


Unrrep Srates SENATE, 
INTERSTATE AND ForEIGN COMMERCE COMMITTEE, 
SUBCOMMITTEE INVESTIGATING TEXTILES, 
Army Reserve Building, New York, N. Y. 
The subcommittee met at 9 a. m., Senator Pastore presiding. 
Senator Pastore. All right; the hearing will please come to order. 
Our first witness is Dr. Leo Honig. 


STATEMENT OF LEO HONIG, PRESIDENT, ANGLO FABRICS C0., INC., 
NEW YORK, N. Y. 


Mr. Honie. Senators, ladies, and gentlemen, I am very grateful to 
present my views to this special subcommittee. I hope that my state- 
ment will assist you in your study affecting the American wool and 
worsted industry. 

My name is Leo Honig. Iam president of Anglo Fabrics Co., Inc., 
manufacturers of high quality woolen and worsted fabrics. Our mills 
are located in Webster, Mass., and our sales office is in New York City 
at #407 Broadway. 

I am now 65 years of age. I have spent 50 years of my life in the 
manufacturing business. In Europe, I was engaged in this business 
in Austria, Germany, Cuechashenyiin England, and Italy. I have 
been working in this industry here in the United States since 1940. I 
can state, without fear of contradiction, that I am thoroughly familiar 
with the woolen business in all of its aspects. 

I would like to give you my view of the woolen and worsted manu- 
facturing business in order to help you understand the present terrible 
situation. 

Until approximately 50 years ago, the woolen manufacturing indus- 
try was confined to a few countries which exported their finished prod- 
ucts all over the world. After World War I, with the breakup of the 
large European federation of nations, new textile industries were 
developed in the new splinter countries. At the very same time, those 
nations which had been leading producers of woolen and worsteds 
began modernizing their plants through the purchase of new machin- 
ery. Their old machinery was sold to so-called underdeveloped coun- 
tries which thereupon started manufacturing low quality fabrics while 
still importing better quality fabrics from the principal producing 
countries such as England, France, Czechoslovakia, Italy, and others. 

Also, at the same time, during and after World War I, other na- 
tions, which previously had imported all of their fabrics, developed 
and vigorously encouraged woolen manufacturing by installing new 
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machinery to manufacture better fabrics while imposing high duties 
to protect this new industry. In such instances, the import of woolen 
fabrics declined ually until it was practically at a standstill. 

Thus, the woolen manufacturing industry in the principal export- 
ing countries was compelled to reorganize, reducing their production 
to the point where they manufactured only enough to satisfy domestic 
consumption. These countries also raised protective barriers in the 
form of high import duties in order to safeguard their manufacturin 
industry which was thereby enabled to exist, although in a much 
smaller way. 

This development continued until World War II. Before World 
War II, the woolen and worsted business in the United States was 
badly depressed and many mills had liquidated. Nearly all of the old 
machinery was sent to South American countries where it was used 
in local woolen textile plants. This development increased sharply 
during the course of World War II and its aftermath. 

The present picture of our industry shows that almost every nation 
in the world, from the largest to the smallest, is producing woolen and 
worsted fabrics for domestic consumption. 

Today only England, France, Italy, Japan, and a few other Eu- 
ropean nations still export such fabrics, with sizable quantities going 
to the United States. During the war, the industry in Britain, for 
example, was considerably slowed down because of labor shortages, if 
for no other reason. In Japan much of the machinery was broken up 
to obtain the metal. Many have said that United States foreign aid 
funds, directly or indirectly, have helped build up the textile indus- 
tries of the countries now competing with us. Those countries de- 
veloped their industry since and after World War II to record high 
productive capacity. This high production continued for several 
years after the war while such goods were still scarce, then they suf- 
fered the same experience as after World War I when demand was 
reduced and exports declined. 

Today the United States is the only nation that imports practically 
unlimited quantities of woolens and worsteds. Of course, the United 
States alone cannot support the highly expanded industry of all of 
these nations. But what is even more crucial, our policy of unlimited 
import has helped destroy the woolen and worsted industry in the 
United States. 

Six years ago I wrote a letter to the honorable Senator from Mas- 
sachusetts, Leverett Saltonstall, warning that if free import con- 
tinued, within 5 years the United States would lose 50 percent of our 
industry. This was a mistake on my part. I do not have the exact 
figures at hand, but I believe the record will show we lost far more 
than the 50 percent I predicted. Within this period we lost companies 
which generally take 100 years or more to build up, such as Forst- 
mann, Botany, Pacific Mills, Juilliard, Gera, Bell Worsted, American 
Woolen Co., Cleveland Worsted, et cetera, to mention only a few. 

Such mills as still exist in the United States today are capable of 
producing the same fine fabrics as those produced anywhere in the 
world. As a matter of fact, speaking of the company of which I am 
president, we can produce finer fabrics than any mill in the world. 

You may ask, how has my company managed to stay alive so far 
in the face of such disastrous foreign competition? How have we 
managed to stay alive even though we are not working at full capac- 
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ity and we have had to lay off at least one-half of our workers? The 
reasons are twofold : 

One, we are a family organization consisting of myself, my brother, 
my two sons, my daughter, and my son-in-law. We are in close con- 
tact with every phase of operations from the purchase of raw wool 
through manufacturing and through sale to our customer. We work 
long, strenuous hours. When our family members are in New York, 
you will find us at 7:30 a. m. at the sales office and when our family 
members are in Webster, you will find us at 6:45 a. m. at the mill and 
we often continue working late into the night. 

Two, we have sources of information all over the world regarding 
new fabric types and designs. We are able to produce such fabrics 
at our mills and have had some considerable success in having them 
accepted by the market. 

Normally, we should be operating at 100 percent of capacity all 
ear round, but we are very short of that. This is due not only to the 
arge amount of import fabrics in the market, but also because the 

consumer, due to skillful promotion and advertising, has been trained 
to buy imported fabrics or garments made from such fabrics in the 
mistaken belief that they are superior to domestic fabrics. 

Naturally, we were happy when the President invoked the Geneva 
reservation. This helped us somewhat, but it is still insufficient to 
keep our industry alive regardless of how much effort and sacrifice 
we expend. 

I do not believe that many larger organizations will continue much 
longer in business unless changes are instituted which will give our 
industry some hope that one day the situation will change for the 
better. The only mills which will continue will be those of modest 
size operated on a modest scale by a few individuals who are willing 
to submit to a rigorous work schedule such as our family now practices. 

The reasons are self-evident. We cannot compete with the cheap 
labor and cheap overhead of foreign nations. In addition, foreign 
nations do not have any labeling act such as we have. While the Fed- 
eral Trade Commission has full control over United States mills with 
respect to materials going into a fabric, other nations can manipulate 
by including waste materials in their fabrics. Although such fabrics 
are clearly not 100 percent wool, within the definition of the statute, 
they are labeled as such and this mislabeling cannot be detected be- 
cause cloth analysis will not reveal the use of waste materials. Fur- 
thermore, in order to keep their mills running at a greater rate of 
capacity, foreign nations often dump cloth here at low prices, often 
under their cost. They are enabled to do this because home consump- 
tion and prices are controlled. 

Also, we must not overlook the fact that in addition to the im- 
porting of woolen and worsted fabrics for normal commercial use, 
tremendous amounts of fabrics, garments, and all kinds of woolen 
and worsted items are brought into the United States duty free by 
the enormous number of returning tourists who travel all over the 
world. In addition, large quantities of yarns are imported which 
are used in the production of woolens and worsted by domestic mills. 

In allowing this situation to continue, we must realize that we are 
slowly but surely destroying our own woolen and worsted industry 
and all the related small enterprises dependent upon it for existence. 
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Perhaps, at present, the United States is not terribly concerned about 
the woolen and worsted industry but I cannot believe that it is the 
policy of the United States deliberately to become wholly dependent 
upon foreign countries for such goods. 

It is my opinion that we have reached the last possible moment for 
action before all will be lost. I recommend most urgently that we 
adopt the tactics of our competitors in foreign countries from whom 
we import but to whom we are not permitted to export. They have 
industry organizations or committees to determine and pass on mat- 
ters involving foreign transactions. More specifically, let me illus- 
trate what actually happens. 

Suppose I have a customer in one of those countries who would like 
to purchase $100,000 worth of goods from me. Suppose further that 
I want to sell him these goods at a fair price and to give him longer 
credit terms so that it will be convenient for him to import such goods 
from the United States. Suppose further that he is satisfied with the 
goods and is eager to buy. 

The procedure for him would be: First, he would have to make an 
application to the national bank of his country to allow him to buy 
such goods from the United States. 

Second, the national bank then would refer this application to the 
organization or committee of the woolen textile industry and in 100 
percent of the cases the decision would be to refuse the import of such 
goods with the simple comment that there is no need for such goods 
or that there are insufficient dollars for the purchase. 

Senator Pastore. In what country would this be ? 

Mr. Honta. Any of the countries. 

Senator Pastore. Is this the procedure in Great Britain ? 

Mr. Honte. Also in Great Britain, you cannot import goods from 
the United States. They usually refuse it, not having enough pounds 
sterling. 

Senator Pastore. Would this be the situation in France ? 

Mr. Honta. Absolutely exactly the same. 

Senator Pasrore. Italy ? 

Mr. Hontc. Everywhere in the world. I will illustrate for you. 
We ourselves have a business in Austria. I offered to ship to my busi- 
ness a larger quantity of wool fabric. Also I know all the officials 
there. My business had to make application to the national bank and 
the national bank referred it to the woolen worsted industry commit- 
tee and it was not allowed to import such goods. And this procedure 
is actually done in all the countries. 

Senator Pastore. Is the bank governmentally owned ? 

Mr. Honte. Yes, in most of the cases. 

Senator Pastors. Let me see if I understand you right. You claim 
that one of the discouraging facets in exporting American-made 
woolens and worsteds to foreign countries is the fact that a bank 
which is governmentally owned, before it can grant an application, has 
to consult with the local comparable business ? 

Mr. Honte. Absolutely. 

Senator Pastore. Before permission can be granted ? 

Mr. Honia. Absolutely, that is authentic. 

Senator Pastore. I wish that Dr. Miernyk could look into that if it 
is possible. 


Tr 


Q ©OTns 


Oo ww ite en ete A. oS Th nO, 


om ee Oe eee 


ww 


—S.) US) ae ee 


oi latadil_ il als le a 





SOARES Ta FAME DAES IAT REGO 


ee 


ILL. PD LLL LOT ME ALO ES IT LILO Ee 


PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 1301 


Mr. Honia. I cite this example because of the impression which 
may prevail among some of you and among others in the United 
States that we can export as freely as our competitors do, and that in 
order to build up our foreign trade, we have only to sell to foreign 
customers at competitive prices. This is simply not so. 

To meet this situation, we should set up in our country similar in- 
dustrywide organizations to pass on applications for the import of 
such goods. The same restriction should be imposed, namely, the 
necessity of proving that these goods are not obtainable in the United 
States. 

I know this is a very difficult problem, but I also think that we 
cannot close our eyes to the realities of the situation. To do so 
would allow the matter to run its natural course until everything is 
destroyed. We are fast losing our technical personnel. Today, young 
people no longer choose the study of textiles as a career. We are also 
losing our experienced help because jobs are disappearing. The situ- 
ation eventually will rel in total chaos and the loss of our entire 
industry. In case of an emergency, it would then be necessary to 
build a completely new industry at high cost and under difficult 
conditions. 

If it is impossible to set up the restrictions which I propose, we 
should at least regulate imports according to categories. Whether we 
like it or not, and even though we displease our friends in foreign 
lands, one day, either now or in the not-too-distant future, we will be 
compelled to protect the remains of our woolen and worsted industry. 
The sooner we take positive steps to accomplish this, the more we will 
be able to salvage and rehabilitate from the present chaos and 
disaster. 

A recent report from Hon. Senator Strom Thurmond, Senator of 
South Carolina, during a recent talk in Spartanburg said : 

Since the end of World War II, 717 textile mills were closed, putting 345,000 


Americans out of work. During the past decade, there has been a decline of 
more than 214 million textile spindles. The figures are startling— 


he said— 


but are understandable when considering the fact that cotton textile imports have 
increased 1,000 percent since 1947 and wool textile imports have increased 800 
percent. 

Thank you. 

Senator Pasrore. Thank you very, very much for a fine 
presentation. 

Now, if I understand you correctly, sir, what you are actually say- 
ing here is this, that no matter what arrangement is made with a for- 
eign country insofar as tariffs are concerned, there is the other element 
that before we can export any of our American-made goods to any 
other country, there is a further procedure. The bank that has to 
loan the money to the purchaser has to consult with the industry be- 
fore that. purchaser is allowed to buy any American-made goods. 

Mr. Honic. That is absolutely correct 100 percent. The bank does 
not even loan the money. The man has to deposit it in the bank, the 
domestic currency, in order to get dollars and even that is refused. 

Senator Pasrorr. Now another further question—and I direct this 
to all of the industries and I hope they will give this some thought— 
there has been a tremendous amount of thought here about categories. 
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Now I have always felt and I will say this very, very frankly, I think 
the institution of categories may be done administratively more ade- 
quately than it could be done by legal fire because it is rather hard 
to draw that kind of law. My distinguished colleague always takes 
the position, and I think there is an element of truth in what he says, I 
that if the administration is reluctant to do it for reasons of its own, at 
least the Congress ought to do something about it. 

Now I would invite the industry, as such, to study and work out a 
draft amendment that has to do with categories that could be practical 
and workable. I mean the thing we have run up against here is that 
it is hard to spell it out in legislation. It always resolves itself down 
to interpretation by the administrative bodies and I tell you very 
frankly, as I look at it, it is a rather difficult thing to write as a matter 
of law, but on the other hand, if that is the only alternative, then I 
invite the industry to try to work it out and submit it to our staff. 

Does that meet with your approval, Mr. Thurmond ? 

Senator THurmonp. Yes. 

Mr. Hone. I would like to mention only that the interpretation of 
the quota is so wrong—we are including military cloth, blankets, 
manipulated goods, we are throwing in everything we have in order to 
determine the quota, which is absolutely wrong because we do not im- 
port military goods, we do not import very many blankets and other | 
manipulated goods. By “manipulated,” I mean 50 percent wool, 50 
percent manmade fiber and so forth. 

Senator Pastors. Is it your considered opinion that if the practices 
that we are now engaged in continue, there will be no domestic worsted 
and woolen industry in the United States? 

Mr. Honie. Absolutely, with the exception of a few small mills and 
it is a matter of time. When the big mills and the other mills like 
the cotton and rayon mills and other mills are coming—how shall I 
say this, you see, under the wheels. 

Senator Pastore. Now let me ask you a further question. Now I 
do not mean to become personal in any way and if you think my ques- 
tion is unfair, just say so and do not answer it, but why did you set 
up mills in foreign countries ? 

Mr. Honia. I did not. I had before the mills in foreign countries. 

Senator Pastore. Why do you keep them ? 

Mr. Hone. I, personally? I liquidated. 

Senator Pastore. You liquidated ? 

Mr. Honte. I liquidated. 

Senator Pastore. You said you had a mill in Austria. 

Mr. Honte. I liquidated. 

Senator Pasrore. You liquidated ? 

Mr. Hone. Right. 

Senator Pastore. You have no foreign mills now? 

Mr. Honte. No, no. 

Senator Pastore. I ask it for no reason—I was wondering if there 
was a reason for it. 

Mr. Honia. Oh, no; after the war, you understand, we liquidated 
slowly and now we liquidated entirely. 

Senator sane see. Any questions, Senator Thurmond ? 
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Senator THurmonp. Mr. Chairman, I would just like to congratu- 
late Mr. Honig on a very fine statement. I think he has made a con- 
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tribution here to our work, especially when he has brought out the 
policy that is followed by other nations, showing that they protect 
their own industries. 

Mr. Honie. Right. 

Senator THurmMoNnD. Whereas, we are not only not protecting ours, 
but we seem to be pursuing a course that will soon destroy our own 
industries. 

Mr. Hone. Right. 

Senator THurmonp. I congratulate you on your contribution. 

Mr. Honia. Thank you very much, Senator. 

Senator Pasrorr. Thank you, Mr. Honig. 

Our next witness now is Robert Stopford. 


STATEMENT OF ROBERT STOPFORD, SALES MANAGER, FORSTMANN 
MEN’S WEAR DIVISION, J. P. STEVENS & CO., INC., NEW YORK, 
N. Y. 


Mr. Srorrorp. My name is Robert Stopford. I am sales manager 
of the Forstmann Men’s Wear division of J. P. Stevens & Co., Inc., 
1460 Broadway, New York City. 

First, a word about my background. Before World War II, I was 
merchandising manager of the men’s wear division of the Lord & 
Taylor store in New York City. Shortly after the war, I became 
sales manager of the Brunswick Worsted Mills, where I remained 
for 7 years. I have been with Stevens since 1954 and, in my present 
position since December 1957. 

J. P. Stevens & Co., Inc., dating back to 1813, is one of the largest 
American manufacturers of textiles of all kinds in this country. In 
addition, it is one of the largest producers of woolen and worsteds 
in all price brackets, operating 11 woolen and worsted mills in Maine, 
New Hampshire, Massachusetts, New Jersey, North Carolina, South 
Carolina, and Georgia. The Forstmann Woolen Co., of Passaic, N. J., 
used to be the largest and best known manufacturer of quality woolens 
and worsteds, making goods as fine or finer and as well or better styled 
than any in the world. J. P. Stevens & Co. purchased the Forstmann 
Woolen Co. in 1957. 

I understand that in studying the textile industry, you are inter- 
ested in the adverse effects of Federal law and policy. I believe you 
ca. find no better example than in the fine woolen and worsted field. 
Forstmann’s difficulties started with the cloth tariff cut in January 
1948 as a result of the first GATT, General Agreement on Tariff and 
Trade, negotiations in Geneva in 1947. This was followed in 1948 
with the devaluation of the British pound sterling. 

From this point on, imports rose sharply, mainly in the quality field 
and there the problems of Forstmann and other mills began to multi- 
ply rapidly. In 1948 when the tariff reduction became effective, the 
Forstmann mill in Passaic was operating, around the clock, 500 broad- 
looms and these were used exclusively on top quality fabrics for both 
men and women. While some heavy yarns were used, as the styling 
required, nevertheless, the average count of yarns being used in the 
Forstmann plant at that time was 2/52s. 

By 1956, imports reached a peak and captured 50 percent or more 
of the market of fine goods, and in 1957 the imports neared the 1956 

29350—59— pt. 4——7 











es 


1304 PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


record in spite of the restraining factor of the Geneva reservation. 
By this time the Forstmann losses were staggering, with many work- 
ers laid off, most of the looms not running, and no possible chance of 
operating this plant any longer on the basis for which it was built. 
That basis, of course, was on the fine goods business. 

Senator Pasrore. At that point, was any action instituted under 
the escape clause 

Mr. Stoprorp. I do not know what you mean by that. 

Senator Pasrorr. The industry would have relief if injury was 
being caused to the industry, under prevailing law, and I wonder if 
any procedure was instituted ¢ 

Mr. Sroprorp. I cannot say for Forstmann. 

Senator Pasrore. Will you get that into the record? In other 
words, if this was so, why didn’t they exhaust remedies under exist- 
ing laws. I would like to get it into the record. 

Mr. Granam. My name is Gordon Graham. May I answer this? 

Senator Pastore. Yes. 

Mr. Granam. In 1956, when the President invoked the Geneva res- 
ervation in the latter part of that year, the Forstmann Woolen Co. 
and several other American manufacturers of fine goods made appli- 
cation to the Tariff Commission for an escape-clause action. They 
were then advised by the Tariff Commission to withdraw or withhold 
their application until there had been time to judge the effects of 
the Geneva reservation. 

Senator Pasrore. I see. In other words, you were not sleeping on 
your rights? 

Mr. Beaan. No, sir. 

Senator Pasrore. All right. 

Mr. Sroprorp. We still believe that there is a market for American- 
made fine goods and, while we have closed the weaving plant in 
Passaic, various of the highly skilled Stevens mills are now weaving 
fine-yarn goods to be sold under the Forstmann label. It was our in- 
tention to continue operating the finishing plant in Passaic, shipping 
the Stevens woven goods to this plant for the famous Forstmann 
finishing. Unfortunately, we found that a finishing plant geared 
to the production of 500 looms was not economical to operate on the 
greatly reduced basis on which the fine American mills are now 
operating. 

The Stevens mills manufacturing the Forstmann goods are 
equipped with the best machinery, the best equipment and, in my 
opinion, the best people in the industry. We have our own research 
division and in conjunction with this division, have developed tech- 
niques which under normal conditions would make us competitive 
with any mill in the world. 

At this particular point I would like to say that the Forstmann 
name is one of the few names in woolen which means as much on a 
garment with import labels. People buy Forstmann goods with con- 
fidence. 

It is our intention to expand the advertising of the Forstmann label 
and the promotion of the Forstmann goods and our current lines are 
planned with that in view. We have been encouraged in our plan to 
expand the Forstmann promotion by our customers who have assured 
us that all things being equal, they would just as soon buy from a 
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domestic mill as an import mill. Unfortunately, as we are moving 
into the fall season, we kind that all things are not equal. Apparently 
there is a price war going on between the English exporters and the 
Japanese. In the first 7 months this year, imports from Britain de- 
clined 17 percent as compared with the like period of 1957. In the 
same time, imports from Japan increased by 55 percent, from Italy 
32 percent, and from France 6 percent. The British are determined 
to regain this market and have lowered their prices as much as, in 
some cases more than, 10 percent. Japanese goods, already astonish- 
ingly low in price, have been reduced from 5 to 6 percent. Apparently 
we are caught in the middle of a price competition between two large 
textile countries determined to keep our market from each other with 
the American mills suffering even more than they have in the past. 

Senator Pastore. Are you saying that the British and the Japanese 
are fighting it out to win the American market ? 

Mr. Srorrorp. That is my considered opinion, yes, sir. I notice 
the British people particularly have lowered prices substantially. I 
know in one instance a British mill lowered the price of its well-known 
flannel from $4.25 to $3.60. We lost a substantial order to one com- 
pany because they offered this British mill a large order for an addi- 
tional price concession, and I understand it was given to them. So 
that the business we used to have, and when I say “we” I mean Stevens, 
I am not talking specifically Forstmann at this point, we are not 
getting that business. It has gone to Britain. 

Senator Pastore. What effect does the Geneva reservation have on 
the American market? If you raise the argument, it can only go up 
to 5 percent, then your tariff goes up. You claim that even that 
would not make much difference ? 

Mr. Srorrorp. Not really. You see, again we get into this category 
thing which is that we are concerned about the fine goods end of 
the business. In the low-quality-produced volume-made goods, we 
= trouble, but it is nothing like the trouble we have in the fine goods 

eld. 

Now, when I am talking about “British goods” I am talking about 
fine goods, fine quality, fine made, fine yard goods. 

Senator Pastore. Well now, let me ask you this question. Under 
the Geneva reservation, when you get the 5 percent, does the tariff 
go up? 

Mr. Srorrorp. Right. 

Senator Pastore. Now, what is the competitive equality between 
American goods and Japanese- and British-made goods even on the 
higher tariff basis? Can you still compete with it? 

Mr. Srorrorp. Well, on Japanese goods we cannot compete on any 
basis, with or without the higher duty. With the higher duty they are 
still so far under anything we can do with our present label situa- 
tion—— 

Senator Pastore. Now do you mind too much if I interrupt at this 
point? Apparently this question tickled Mr. Honig. Do you want 
to answer that question, Mr. Honig? 

Mr. Honta. I would love to. 

Senator Pastore. All right, go ahead. 

Mr. Honic. When the reservation was invoked and duty was in- 
creased from 25 to 45 percent, the people did not lose their business. 
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The manufacturer made a lower price to the customer, you see, and 
somehow the customer paid 5 percent and the mill allowed them 20 
percent, so that they continued importing. You see, it didn’t make 
any effect. 

Senator Pastore. And there is no limit on how much they can send 
in at the higher tariff? 

Mr. Honia. No. 

Senator Pastore. No limit at all? 

Mr. Honte. I will tell you why, Senator. The foreign mills are in 
some kind of a depression themselves and they have to sell goods, and 
the only market is the United States where they can sell these goods, 
I wish we would have such a market. I myself would like to sell goods 
which I sold for $5 for $3. I cannot sell it and nobody else can sell it, 
and we are accumulating goods, and one day we will burst with these 
surplus goods. 

I made a suggestion to Senator Saltonstall and he answered me 
that he would try to do his best, that we are trying to give loans to 
countries which could use surplus woolen worsted fabrics from us in 
order to get rid of something. We have no outlet whatsoever for 
surplus goods. 

Senesat Pastore. Allright,sir. Iam sorry to interrupt. 

Mr. Srorrorp. Mr. Honig made a very good point. 

Senator Pastore. There is another gentlemen—I do not want to 
make this an open debate, but these are important points and good to 
have on the record. 

Mr. Hemmenpincer. I am Noel Hemmendinger of United States- 
Japan Trade Council. 

enator Pasrorer. Is this in refutation ? 

Mr. Hemmenpincer. Direct refutation. 

Senator Pastore. Not now, please, but later on. I do not want it 
here. 

Mr. Hemmenpincer. It is on this question of 45 percent. The 
have not been coming in at 45 percent. Unless there are new devel- 
opments in the last ts months of which I am ignorant, the goods 
have not been coming in at 45 percent over tariff quota. 

Senator Pasrore. Why ? 

Mr. HemMENDINGER. I presume because it is not good business. 

Senator Pastore. Why is it not good business? You mean the 45 
percent protects American industry ? 

Mr. HemmeNpincer. That is the experience of the statistics 

Senator Pastore. All right, gentlemen, there you have a challenge 
bere. We will get this straightened out. In other words, the point 
that I make here, like these gasoline wars that have been going on. 
What it does to the industry as such, I know is that it helps the con- 
sumer for the time being because he is buying his gasoline at a very, 
very cheap price while the gasoline war goes on. 

Now in this case here, this gentlemen representing the Stevens Co., 
Mr. Stopford, made the argument that there is a price war going on 
between exporting companies, chiefly Japan and Great Britain, in 
order to win the market. They are cutting their prices below a point 
which American competition cannot meet. 

The argument I make is this, inasmuch as we do have the machinery 
of the Geneva reservation which protects at the lower tariff up to 
5 percent, what I am trying to find out is, what effect does this price 
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war between these countries have upon the American market insofar 
as the figure above the 5 percent with the increase in the tariff rate. 

The distinguished eric here said when you get to that figure, 
exporters cannot send to the United States because it is not profitable 
todoso. I would like to get that answered in the record. 

Mr. Honte. I would like to explain why especially Japanese goods 
are not affected by Geneva reservation or they do not import to any 
higher duties. They do not come in here at higher tariffs This is 
very simple. They are shipping to the United States 90 or 100 percent, 
I don’t know, men’s wear fashions, staple fabrics. They are shipping, 
for instance, like the end of this year, the goods will be here in 
thousands and hundreds and thousands of yards, and the moment the 
new year starts, all these goods are entered into the United States with 
low duties. 

Senator Pastore. Yes, but even so, that is up to your 5 percent. 
Now when you get beyond the 5 percent, you get into the higher tariff. 
Now, does a price war affect the competition between domestic and 
foreign goods above the 5 percent level at the higher tariff rate or 
can we meet it there? 

Mr. Honiae. No, I explained specifically before that higher rate does 
not amount to anything because the mills adjust the prices accordingly. 

Senator Pasrore. All right. 

Mr. Srorrorp. I would add one statement to what Mr. Honig has 
said. I have heard in certain instances foreign mills are guaranteein 
their price for the whole year whether or not the tariff was raised. I 
the tariff was raised, the mill would absorb the additional duty so the 
manufacturer in this country was offered a set price. You have heard 
that, too. 

Mr. Honte. Absolutely. I would like to mention one word. I said 
that we are importing woolen and worsted fabric into the United 
States unlimited. What does it mean unlimited? You see, it is exactly 
what I say; it is unlimited. Duty does not mean anything, the 45- 
percent duty. Do you understand? 

Senator Pasrore. But this gentleman said that the record shows 
that no cloth comes in at that figure. 

Mr. Honic. This does not make it because they are importing 
enough for stock here to stock up and to sell it, you understand, at the 
low duty. 

Senator Pastore. You mean within the 5 percent? 

Mr. Hontie. That is right. This might be, you understand, Japan, 
because they are importing staple fabrics, but this is not the case 
from the other countries. 

Senator Pastore. All right, sir. Thank you. 

Mr. Sroprorp. I started my talk on fine yarn. I would like to 
continue on the fine yarn end of it. 

Senator Pastore. Go ahead. I am sorry for the interruption. 
Now if you would prefer to have this at the end of your statement—— 

Mr. Sroprorp. No; as a matter of fact, I rather enjoy it. 

This is of particular importance in the fine yarn and fine goods field. 
Broadly speaking, fine yarns stay on the spinning frame 214 times 
longer than the yarns used for standard fabrics. It takes twice as 
long to weave a yard of fine goods as it does to weave standard 
fabrics because of the additional picks used in fine goods. The 
mending time on fine goods, due to the very fine yarns and superior 
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qualities, is 214 times longer than the accepted time on standard 
fabrics. Generally speaking, then, fine goods take twice as long 
to manufacture as standard fabrics. This means a substantially 
larger proportion of labor involved. With the disproportionate 
cost of our labor as compared with England, Italy, and Japan, it 
is difficult, if not impossible, to compete successfully for our own 
market. 

I have heard the point made by importers that one of the chief 
values of import goods is the styling achieved in other countries 
that is not available in the United States. I should like to point out 
that, without exception, the styling for the mills abroad who ship 
to this country is done by agents residing in this country. The 
domestic mills have lost some of their top stylers to the importers, 
These stylers have seen the import market expanding while the 
domestic market is contracting and they have gone where the fields —_j, 
are greener. I think that I safely say that every top styler at J. P. | 
Stevens & Co. has been approached at one time or another to style 
for an importer. I know that I am safe in saying that the stylers 
we have at Forstmann are as good as any in the world. Given an  ¢ 
equal opportunity to compete on a price basis with the importers, 
we would have no difficulty selling the goods we could manufacture. 
Clothing manufacturers do not buy imports because our goods are 
badly styled or because we will not, or cannot, make fine goods. 
Basically, clothing manufacturers buy imports because they are 
cheaper. 

As previously noted, the Geneva reservation has slowed imports to 
some degree, except those from Japan. Some comments on that 
reservation : 

One, this reservation would help the fine goods field even more if x 
applied on a category basis. By this I mean that goods should be  ¢ 
divided into categories, such as a fabric weight basis. When imports  ] 
in any weight bracket exceed the 5 percent break point provided 
by the reservation, the duty would rise to 45 percent ad valorem. 

It seems to me this would tend to prevent over concentration of im- 
ports in any category. I hope that the Government will follow this 
plan in the 1959 application of the reservation. 

Two, the recently announced Japanese quota on wool cloth ship- § 
ments to the United States apparently will not apply to fine good 
Yet, this is the field in which we specifically operate and, thus, the 
12-month 5 million square yard quota on so-called staples won’t benefit 
us in the least. 7 

Mr. Sheldon Wesson, Japan correspondent of the Daily News Rec- 
ord, made a speech to the collateral group of the National Associa- | 
tion of Wool Manufacturers on November 6 in which he pointed out 
that the Japanese quota was not a move made out of the kindness of 
their hearts. He indicated that, instead, the United States is a pawn 
in a horse trading deal between Japan and Britain. Japan is not on 
the most-favored-nation basis with Great Britain, and Japan, appar- 
ently has been willing to impose quotas in the United States in an 
endeavor to conserve our market for the British as a trading point 
to induce Britain to extend the favored-nation treatment to Japan 
under GATT. 


“oe of 


ta AS Os C2 


~~ Phe~ — 


unt: ent 








lard 
ong 
ally 
rate 
1, it 
wn 


hief 
ries 
out 
hip 
The 
ers, 
the 
aids 
eB 
tyle 
lers 
an 
ers, 
ure, 


hat 
e if 


orts 
ded 
em. 
im- 
shis 


Lip- 
da 
the 
efit 


C= 
tia- 
out 
: of 


on 
are 
an 
int 
an 





PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 1309 


These negotiations are now underway in Geneva. As I pointed out 
before, this is another area in which large textile nations are racking 
up the American market to suit themselves with the American mills 
in the middle. 

Whatever the effects of the Geneva reservation and the Japanese 
quota, reports of the present GATT meeting are not encouraging for 
either United States textile manufacturers or United States clothing 
manufacturers. The Daily News Record of October 20 reported from 
Geneva that commerce ministers of the 37 GATT countries unani- 
mously agreed that an arrangement should be made during the current 
GATT meeting to start another round of tariff negotiations to cut 
duties on textiles, clothing, and other products. There is no mention 
that the United States representative took any exception to this. 

I should like to make a few recommendations as to how we can 
improve the confidence of what remains of our textile industry so 
that we can proceed with the knowledge that our expenditure of time, 
talent, and ingenuity can be rewarded. 

One, the Geneva reservation should be strengthened by the use of 
categories as previously described. 

Two, the United States should assure the textile industry and the 
manufacturing industry that future cuts in duties are not contem- 
plated and will not be permitted. Rather than this, the United States 
should serve notice in GATT that it will negotiate on textile tariffs, 
not to cut them, but to raise them. 

Three, without higher tariffs or other means of forcing foreign mills 
to compete in American markets on the same basis of American mills, 
prospects for healthy United States industry remain in serious doubt. 

Four, the textile industry is not seeking a subsidy. All we want 
and urgently need is an opportunity to compete on a fair basis and on 
equal terms with the imports from low labor cost areas of the world. 
In short, tariffs or other methods of equalizing the big gap between 
American and foreign wages are needed now. 

Senator Pastore. Thank you very much, sir. Any questions? 

Senator Trurmonp. No questions. 

Senator Pastore. The next witness will be Mr. Bernard Smith. 


STATEMENT OF BERNARD B. SMITH, COUNSEL, AMERICAN TRADE 
ASSOCIATION FOR BRITISH WOOLENS, INC., NEW YORK, N. Y. 


Mr. Smiru. The membership of this association consists of leading 
American importers of British woolen, outstanding American quality 
clothing manufacturers who use British cloth in the fabrication of 
clothing, and American department and specialty stores which fea- 
ture garments made of British woolens. 

I propose to address myself today to the decline in domestic woolen 
production in the United States, a proposal for arresting this decline, 
and the effect of the implementation of the Geneva wool fabric res- 
ervation on domestic woolen production. 

I should like to say at the outset that unless it is found that the 
implementation of the Geneva wool fabric reservation can serve 
to stem the decline in woolen production in the United States, little 
purpose is served in damaging the businesses of countless American 
importers and distributors of British woolens, the many American 
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clothing manufacturers who for years have found it necessary to rely 

on British woolens in the manufacture of their quality garments, and a 

the many retailers of the United States who have featured clothing ¢ | 

made of British woolens in their operation. M 
The evidence, we submit, makes it altogether clear that the imple- : 

mentation of the Geneva wool fabric reservation has not only failed 


to halt the decline in domestic production of woolens, but on the con- Si 
trary, since its implementation the decline in woolen production in he 
the United States has proceeded at an accelerated rate. - 

There are means available to the Congress of the United States _, 
that may stem the decline in the production of woolens in the United 


: etre. tes o! 
States. Certainly preventing a few million linear yards of woolens 
from reaching American shores is not going to stem this decline. The 


fact is that the 10-year-old Geneva wool fabric reservation is not only - 
inapplicable to current conditions but is serving as a stimulant to the r 
production of noncellulosic manmade fibers and as a depressant to the ts 
production of domestic wool fabrics. d 

The trade agreement containing the Geneva wool fabric reserva- ti 


tion signed by the United States and the United Kingdom took effect 
January 1, 1948. In that year, the per capita consumption of wool ; 
in the United States was 4.7 percent. Ten years later the per capita 
consumption of wool in the United States has descended to 2.2 per- t 
cent. Putting it in another way, in the year the Geneva wool fabria I 
reservation came into existence, 1948, domestic production of woven ' 
wool fabric aggregated 434 million yards. In the course of 9 years I 
during which the population and prosperity of the United States ( 
sharply increased, domestic woven woolen fabric production declined ‘ 
from 434 million yards to 294 million yards and the indications are ' 
that for the year 1958 domestic production of woolens will decline to { 
substantially lower levels. | 

In 1957 the United States imported only 21,490,000 linear yards of : 
wool fabrics. Certainly no one would suggest that the importation 
of this quantity of 21,490,000 linear yards of woolens was responsible 
for a decline of over 139 million linear yards in the domestic produc- 
tion of woolens, or responsible for the per capita decline in wool con- 
sumption from 4.7 percent to 2.2 percent. 

The Geneva wool fabric reservation in substance provided that if 
in any calendar year imports of wool fabrics exceed 5 percent of the 
annual average of domestic production of wool fabrics for the 3 pre- 
ceding calendar years, the President in his discretion may increase the 
ad valorem rate of duty with respect to imports in excess of 5 percent 
in such calendar year, to a higher duty, not exceeding, however, 45 
percent. 

Now, at the time the Geneva wool fabric reservation was adopted, 
noncellulosic manmade fibers, acrylic and polyester fibers, were 
largely in the laboratory stage. Chemstrand’s Acrilan, Union Car- 
bide’s Dynel, Du Pont’s Dacron, Eastman Kodak’s Verel and Kodel, 
had not yet been commercially produced. The contracting parties to 
the trade agreement which gave birth to the Geneva wool fabric res- 
ervation did not know, and could not have contemplated, the ultimate 
accelerating displacement of wool by these classes of manmade fibers, 
hereinafter referred to as noncellulosic fibers. 
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Had there been a tariff quota under the Geneva wool fabric reser- 
vation in the year the trade agreement providing therefor went into 
effect, the tariff quota would have exceeded 20 million pounds of wool 
fabrics. At that time Japan, France, and Italy lay prostrate. The 
Marshall plan was just beginning to take form. Britain was export- 
ing over 90 percent of all woolens entering the harbors of the United 
States, and the future flow of woolens from Japan, particularly, could 
not then have been foreseen. Nor, could the contracting parties then 
have contemplated that the great chemical plants of the United States 
would, within 10 years, produce noncellulosic fibers displacing wool 
to a point where more of these fibers would be used in the production 
of fabrics than wool. 

If these noncelluosic fibers had not been perfected, and as a con- 
sequence had failed to displace wool, we could have reasonably ex- 
pected, with the growth of population and prosperity, that the imple- 
mentation of the Geneva wool fabric reservation would never have 
taken place, for by this time we could have expected domestic pro- 
duction of wool to have sharply increased from the level of 1948, so 
that in place of a tariff quota of 14,200,000 pounds, wool fabric im- 
ports would have very likely been obliged to reach close to 25 million 
pounds before the 5 percent breakpoint could be reached. 

We ask this committee, therefore, whether as a matter of affirma- 
tive Government policy, a Government founded on a tradition of fair 
play and equal treatment to all citizens, should undertake to imple- 
ment a 10-year-old provision of a trade agreement, rendered obsolete 
by the skillfulness of giant chemical firms such as DuPont, Union 
Carbide, and Eastman Kodak, and thus damage and disrupt so many 
small American businesses which have depended upon imported 
woolens in the economy of their enterprises. We put this question to 
this committee deliberately because the evidence is overwhelming that 
the implementation of the Geneva wool fabric reservation in Octo- 
ber 1956 by the President of the United States has not only failed to 
stay the accelerating decline in the production of domestic woolens, 
but on the contrary, may have contributed to this decline. 

Let me point out a few startling statistical facts: In 1948, United 
States mill consumption of wool aggregated 704,500,000 pounds. Nine 
years later, in 1957, United States mill consumption of wool declined 
to 380,600,000 pounds. In this same 9-year period, mill consumption 
of noncellulosic fibers, which were largely in the laboratory stage and 
produced in infinitesimal quantities in 1948, reached a total of 470,- 
200,000 pounds, far surpassing the use of the wool they are so largely 
displacing as a fiber in United States mill consumption. 

Curiously enough, in the 2 years prior to the invocation of the 
Geneva wool fabric reservation by the President of the United 
States, the per capita consumption of wool in the United States had 
increased from 2.6 percent in 1954 to 2.9 percent in 1955, to 3 percent 
in 1956, only to descend, after the implementation of the Geneva 
wool fabric reservation, to 2.2 percent per capita. The reasons 
therefor, quite apart from the tremendous promotional and advertis- 
ing campaigns of the producers of the noncellulosic fibers, may be 
found in the fact that the American woolen industry is now being 
largely deprived of the stimulating effect of imported woolens. 
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A distinguished leader of the American men’s clothing industry 
has said: 

* * * The domestic wollen mills are not equipped to produce the style type 
of fabrics now improted from foreign sources. In fact, the domestic mills, 


themselves, would be cut off from the source of inspiration, for many of their 
own developments which helps to stimulate their volume come from foreign 


countries * * * 

And now the Geneva wool fabric reservation is beginning to 
affect the character of imports of fabrics to the United States, for 
already there are foreign fabric producers who for the first time are 
exporting fabrics made principally of noncellulosic fibers, in order to 
bring their fabrics in at a price American clothing manufacturers 
can afford, for the American clothing industry cannot afford except 
in minuscule quantities, to import British woolens at a 45 percent ad 
valorem rate of duty. 

This committee may well wish to consider whether the encourage- 
ment of wool production in the United States will be better served by 
having American woolen manufacturers produce woolens for a mar- 
ket stimulated by the import of fine British woolens, or whether it 
is better to stimulate the import of fabrics made principally of non- 
cellulosic fibers, serving to further encourage American woolen manu- 
facturers to abandon the manufacture of cloths made entirely of wool. 
The fact is that the effect, so far as domestic woolen manufacture is 
concerned, of the implementation of the Geneva wool fabric reser- 
vation, has been to speed the abandonment of wool as an exclusive fiber 
in the fabrication of cloth by American wool manufacturers. 

This may be further indicated by the fact that in 1956 there still 
existed in the United States American manufacturers who only pro- 
duced worsted cloths made exclusively of wool. Protected now by 
the implementation to the hilt of the Geneva wool fabric reservation 
in the closing months of 1956, there is not a single firm in the United 
States, I am now informed, whose production of worsteds does not 
include fabrics made for the major part of noncellulosic fibers. 

The immediate effect of the implementation of the Geneva wool 
fabric reservation was an accelerated displacement of 100 percent 
lightweight worsteds which are delivered in the second half of each 
year, the period during which the 45 percent rate of duty is in effect, 

y cloths made principally of these noncellulosic fibers, for up to now, 
the emphasis in the manufacture of cloths made principally of these 
noncellulosic fibers has been in summer-weight fabrics. Protected by 
the Geneva wool fabric reservation and by the specific duty on raw 
wool, the giant American chemical companies are now rapidly moving 
into the field of producing noncellulosic fibers for the fabrication of 
fall- and winter-weight cloths. 

Up to recently, the creation of a noncellulosic fiber for use in the 
manufacture of fall- and winter-weight fabrics had not been satisfac- 
torily resolved. Now, however we find the Tennessee Eastman divi- 
sion of Eastman Kodak Co. announcing the development of a non- 
cellulosic polyester fiber known as Kodel, which is already being pro- 
duced at its Kingsport, Tenn., plant, which, because of its peculiar 
characteristics, including its resistance to pilling, renders it acceptable 
for fall-weight fabrics with respect to which pilling had formerly 
been acritical problem. In addition, we find Du Pont also announcing 
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its new type polyester fiber known as Dacron-type 64 also enjoying, 
among its properties, resistance to pilling, which qualifies the fiber for 
use in winter apparel, characterized by a surface nap. Du Pont an- 
nounced in mid-August that this new type Dacron would be available 
in men’s suits and slacks in the fall of 1959. 

Thus, we find that noncellulosic fibers, already largely displacing 
wool as a fiber in the manufacture of summer-weight fabrics, will not 
proceed to displace wool as a fiber in fall- and winter-weight fabrics, 
and we can be sure that the giant American chemical industries will 
steadily improve their fibers in their unceasing efforts to displace wool 
as a fiber in the manufacture of fabrics. The rapidity of this displace- 
ment may be further illustrated by the fact that Du Pont earlier this 
year announced the commencement of construction of a multi-million- 
dollar plant for the production of dacron polyester fibers in Tennessee, 
with initial production expected by mid-1959. This additional unit, it 
is stated, is designed for an ultimate capacity of 56 million pounds 
annually. Compare the productive capacity of this one plant alone, of 
56 million pounds, with the less than 16 million pounds of wool fabrics 
imported by the United States for the entire year 1957. 

Now it is the declared legislative policy of the United States to en- 
courage the domestic production of wool and, inferentially, the use of 
wool in fabric production in the United States. We submit that the 
exclusion, through a tariff quota, of distinctive British woolens, creat- 
ing consumer demand for 100 percent wool fabrics, violates in spirit if 
not in substance, this legislative intent. We admit that the implemen- 
tation of the Geneva wool fabric reservation is of value to companies 
such as Du Pont, Eastman Kodak, and Union Carbide in the displace- 
ment of wool by noncellulosic fibers in the manufacture of fabrics by 
American woolen manufacturers. But the purpose, if there was any, 
for the implementation of the Geneva wool fabric reservation, was to 
aid domestic production of woolens, and not to provide unsought tariff 

rotection for these giant chemical manufacturers at the expense of 
important segments of American small business, consisting of Ameri- 
can importers, American clothing manufacturers, and American 
retailers. 

The all but closing of American harbors to fine British woolens 
for the last 6 months of each year, as a result of the implementation 
of the Geneva wool fabric reservation, has made it unnecessary for 
the American woolen manufacturers to provide fabrics made of 100 
percent wool that would fill the market demand created by British 
woolens, and has simply served to accelerate the gradual abandon- 
ment by the American woolen manufacturer of the use of 100 percent 
wool in the manufacture of fabrics. 

This committee must be mindful of the huge advertising program 
of the giant American chemical companies producing manmade fibers 
in stepping up consumer demand for cloths made in whole or in part 
of the manmade fibers. This committee may not however, be aware 
of the fact that the American woolen industry has taken full ad- 
vantage of this advertiser-created consumer demand in supplanting 
wool with these manmade fibers, in the production of their fabrics. 

We are sure this committee will realize that it is the American 
woolen manufacturers who in fabricating their cloths are using these 
noncellulosic manmade fibers in displacement of wool, and we trust 
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that this committee will not overlook the fact that the invocation of 
the Geneva wool fabric reservation in the closing months of 1956 
has served no domestic purpose save that of encouraging American 
woolen manufacturers to limit the exclusive use of wool as a fiber in 
the manufacture of their cloth. This may be clearly indicated by the 
fact that in 1956 the per capita consumption of wool in the United 
States was still greater than the per capita consumption of noncellu- 
losic fibers. Two years after the invocation of the Geneva wool 
fabric reservation we find the per capita consumption of noncellu- 
losic fibers reaching a level almost 50 percent greater than the 
domestic per capita consumption of wool. 

It should be abundantly clear to this committee that the implemen- 
tation of the Geneva wool fabric reservation has had a reverse 
effect from that which we are sure the Government must have con- 
templated, for instead, as a consequence of the wool fabric quota, the 
production of domestic 100 percent wool fabrics increasing, produc- 
tion has sharply decreased, with domestic production of cloths made 
in whole or in part of noncellulosic fibers sharply increasing. 

The basic effect of the implementation of the Geneva wool fabric 
reservation has thus been one of providing a further stimulus to the 

iant American chemical industries’ displacement of wool as a fiber in 

omestic fabric production, and serious damage to the economy of 
the business of hemeetouns importers of British woolens, damage to 
the business of American clothing manufacturers who have relied 
on British woolens in the fabrication of their quality garments, and 
damage to American retailers who have featured such garments. 
American importers, some of whom were in business in the last cen- 
tury, now find themselves hard put to remain in business. For the 
first 6 months of the year, during which the ad valorem rate of duty 
is 25 percent, they are able to import and deliver British fabrics. For 
the last 6 months of the year, with the ad valorem rate of duty 45 
percent, they are virtually out of business. They cannot be expected 
to discharge all of their workers for the last 6 months of the year and 
rehire them for the first 6 months of the next year. While many of 
these firms, as a consequence of the implementation of the Geneva 
wool fabric reservation, have sharply reduced their working forces, 
it is not practical to expect all of thoes firms to plan to remain in 
business indefinitely on a basis of 6 months of feast and 6 months of 
famine. 

All that keeps many of these firms in business is their hope and 
expectation that before too long the American Government in its 
wisdom, and in keeping with its basic philosophy of fair play, will 
recognize that the Geneva wool fabric reservation, introduced into 
a trade agreement more than 10 years ago under radically different 
conditions, is now obsolete, and will recognize that it is manmade 
fibers, and not imports, that are the one and only threat to the use of 
wool in the manufacture of fabrics in the United States. 

Thus, the wool fabric tariff quota, whatever its purpose may have 
been, has in practice had one basic effect, and that 1s the damage, dis- 
ruption, dislocation, and threatened destruction of important seg- 
ments of American small business. It has given birth to a spurious, 
novel, and un-American type of protectionism; protection, not by 
tariff, but by chaos; protection by undermining the economy of Ameri- 
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can small business to the doubtful advantage of American big busi- 
ness, while violating the basic American legislative policy of encourag- 
ing the use of wool in the United States fabric production. 
mports of woolens are not the cause for the decline in wool fabric 
production in New England. The cause of the decline in the produc- 
tion of wool fabrics in New England may be found within the United 
States, and not outside of it. : 

As long ago as 1951, in the 53d annual report of the American 
Woolen Co. for the year ending December 31, 1951, appeared the 
following statement: 

The most significant development of the year from a long-term standpoint was 
the company’s decision to move part of its operations from the North to the 
South. We have been studying for some time the necessity for doing this for 
the purpose of maintaining a competitive position with the low-cost mills of the 
South which are increasing in number and capacity from year to year. 

* * * In an industry as competitive as the wool textile industry, the cost 
differential enjoyed now by the South is too great a handicap to permit success- 
ful operation in New England except in wartime or other periods of extra- 
ordinary demand. 

We cannot protect New England’s textile industry by placing a 
tariff wall on the Mason-Dixon line, and yet nothing short of that 
will induce American textile manufacturers to refrain from continu- 
ing to move their operations to the South so they may enjoy the eco- 
nomic advantages of production that there exist. Placing a tariff 
barrier on the Atlantic coastline against the defenseless manufacturers 
of Britain, Ireland, Italy, France, the Netherlands, Austria, and 
other friendly nations, can serve at best only to prevent a few million 

ards of woolens from entering the United States, causing far greater 
oe to the foreign economic policy of the United States and to Amer- 
ican small business than any possible good to the American woolen 
industry of New England. We cannot expect to induce American 
industry to operate textile factories in New England when it is more 
advantageous economically to erect new textile plants in the South. 

Indeed, we must be mindful of the fact that one of the great bases of 
economic strength of the United States is that its great size insures 
mobility of capital and labor. Thus, as the textile industry has de- 
serted New England for the South, many other industries, such as the 
electronic industry, have moved into New England, and are absorbing 
the highly skilled textile workers whose jobs have been lost because 
their employers have removed their operations to the Southland. Nor 
is it unlikely that the effect of this mobility of capital and labor in 
the United States, with a consequent movement of the textile indust 
southward, will not serve to strengthen the economy of New Englan 

This committee will find, for example, upon examination, that since 
the exodus of the textile industry from New England to the South 
commenced, the average hourly wage of workers in New England has 
increased in a greater amount than the increase in hourly wages in the 
wool textile industry. New England, with its skilled workers, is bound 
to continue to attract the more technologically advanced industries 
which provide higher wages levels than those which obtain in the 
textile industry. 

We cannot expect the American textile industry to concern itself 
with the plight of the New England textile workers. The American 
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textile industry will continue to build its plants and to operate them 
wherever conditions of labor and production are most advantageous. 

Thus, we find that of 85 manmade fiber producing plants, only 8 
are located in New England, with the State of Virginia alone having 
16 plants, and Tennessee 11. 

The Japanese wool fabric quota: At the hearings before the Com- 
mittee for Reciprocity Information on the implementation of the 
Geneva wool fabric reservation in April 1956 and in December 1957, 
all of the cloths submitted by the American proponents of a tariff 
quota were plain cloths, very nearly all of which were of Japanese 
origin and none of which were made in Britain. The Japanese Gov- 
ernment has now announced a voluntary absolute annual quota on 
this class of cloths, and indeed, on all of the fabrics generally regarded 
as competitive with American woolens. This voluntary quota should 
go far in meeting any complaint of the American woolen industry 
with respect to the competition of Japanese woolens. 

We would therefore strongly urge upon this committee that it rec- 
ommend to the administration that for at least the period during which 
this self-imposed quota is in effect, the proclamation invoking the 
Geneva wool fabric reservation be rescinded. 

Actually, the aggregate quantity of woolens provided for under this 
absolute quota is a very minor fraction of total American woolen pro- 
duction. If, after a year of operation under this absolute quota, it 
should be found that the American woolen industry can aie out a 
case for further tariff protection against the importation of Japanese 
woolens, which we regard as unlikely, a ready procedure exists under 
which the President of the United States can negotiate with the Jap- 
anese Government for a reduced quota without, as has been the effect 
of the wool fabric quota, unnecessarily and purposelessly damaging 
the woolen manufacturers of Britain, France, Italy, Ireland, the 
Netherlands, Belgium, Austria, and many other of the nations whose 
goodwill this Government regards as important. 

This committee will remember, I am sure, that the 84th Congress 
enacted a law, chapter 327, section 204, authorizing the President 
of the United States, whenever he determines such action appro- 
priate, to negotiate agreements with representatives of foreign gov- 
ernments to limit the export from such countries to the United States 
of textiles or textile products. If then, after a year of operation 
under the voluntary Japanese quota, the American woolen industry 
can persuade the administration that further limitations on imports 
of Japanese woolens are essential for the protection of the American 
woolen industry, machinery for accomplishing such purpose is avail- 
able. Clearly, simply because American woolen manufacturers may 
find the importation of Japanese woolens inconvenient, does not war- 
rant limiting woolen imports from the many other countries whose 
imports demonstrably have no adverse effect on domestic woolen 
production. Certainly the Government of the United States should 
not use a scythe when a sickle is not only the appropriate tool, but is 
legislatively available. 

There is, in our view, only one appropriate course for the Congress 
of the United States to follow if it wishes to provide a means for 
stimulating domestic woolen production in the United States, and 
that is the Congress of the United States should promptly amend 
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the tariff act by removing the specific duty of 2514 cents per pound 
of raw wool, and the compensating duty of 3714 cents per pound on the 
wool content of wool fabrics. 

It is doubtful indeed whether, with all its tremendous resources and 
skill, the great American chemical industry would have been able 
so rapidly to displace wool with noncellulosic fibers in the pro- 
duction of fabrics, if it has not been provided with unintentional pro- 
tection in the form of the specific duty on wool. 

It is too late now to halt the displacement of wool by noncellulosic 
fibers in the production of fabrics, but we can, by the abolition of this 
specific duty on raw wool, render wool as a fiber more competitive 
with the manmade fibers that are displacing it. With the major 
proportion of the raw wool used in the production of fabrics in the 
United States necessarily imported, it should be altogether clear 
that the abolition of the specific duty on raw wool, in rendering wool 
cheaper in cost and consequently more competitive with manmade 
fibers, is calculated sharply to increase the use of wool as a fiber in 
fabric manufacture. 

Not only would the abolution of the specific duty on raw wool 
serve to provide an impetus to the domestic use of wool in the manu- 
facture of fabrics, but it would also necessarily serve to reduce the 
cost of wool clothing, and as a consequence contribute to legislative 
efforts to stem the inflationary tide in this country. This specific 
duty on raw wool costs the American consumer far more than the 
actual amount of the duty itself. The wool clothing on the backs 
of the American people includes not only the cost of the duty, but 
losses incurred in scouring, cleaning, and combing of the raw wool, 
the pyramided profits or percentage markups added to the cost of 
the wool in turn by the processors, the yarn spinners, the yarn 
weavers, the clothing sanhatarel and retailers. Thus, the aboli- 
tion of the tariff on raw wool will not only serve to carry out the 
legislative policy of the United States in encouraging the use of wool 
in the United States, but will result in enabling the American con- 
sumer to purchase his woolen clothing at a materially lower price than 
that which he is obligated to pay as a result of this specific duty. 
Manifestly, a direct subsidy to the wool growers will result in pro- 
viding cheaper wool clothing for the American people, while at the 
same time stimulating domestic use of wool. 

We are glad to say that the National Association of Wool Manu- 
facturers, which has been the chief advocate of continuing imple- 
mentation of the Geneva wool fabric reservation, strongly supports 
and shares our views on the wisdom of the abolition of the specific 
duty on raw wool. In a statement presented to the United States 
Department of Commerce on March 10, 1955, the National Associa- 
tion of Wool Manufacturers had this to say with respect to the 
specific duty on raw wool: 

There is the further fact with the elimination of the duty on raw wool and 
the elimination of its counterpart, the specific duty on wool products, the cost 
of wool products to the public should be expected to be measurably lower 
than just the 2514 cents apparent increment. Duties on raw materials pyra- 
mid at every transaction en route to the ultimate point of purchase. 

It has been asserted that under existing ratio of consumption, roughly two- 
thirds imported wool to one-third domestic wool, the American public buying 


wool pays at least $240 million extra for wool products because of this duty 
from which the growers benefit only to the extent of some $30 million. What- 


PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


1318 PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


ever the premium may be, though we have no particular reason to challenge this 
estimate, how much better off everyone would be if these millions went to 
purchase more wool products of American manufacture, keeping in mind that 
the grower is now price protected and encouraged to produce wool under the 
incentive payment plan. 

Elimination of the specific duty on wool and the specific portion of the duty 
on manufactures of wool could thus be expected to result not only in increased 
consumption of domestic wool and wool products but in increased imports of 
both the raw material and manufactures thereof. Given proper protection 
against unfair low wage competition from abroad, the probable increase in 
imports of wool manufactures is a situation we are prepared to assume as a 
calculated risk (Bulletin of National Association of Wool Manufacturers, 
vol. LX XXYV, pp. 3-57). 

In the foregoing statement, the National Association of Wool 
Manufacturers, as could be expected, suggests protection against un- 
fair low wage competition from abroad. The fact is, however, that 
the ad valorem rate of duty of 25 percent is more than adequate 
protection to the American woolen industry against lower hourly 
wage rates paid in the United Kingdom. 

Attached to this statement is a report on a study we have made 
on the relative cost of production of wool fabrics in the United 
Kingdom and in the United States. This report indicates, in our 
view conclusively, that an ad valorem rate of duty of 25 percent is 
more than adequate protection to the American woolen industry 
against the lower hourly wage rate paid in the United Kingdom. 
We have presented studies of similar character at hearings before 
the Office of Defense Mobilization and before the Committee for 
Reciprocity Information, and the American woolen industry has 
never undertaken to disprove this finding. Indeed, as already in- 
dicated, at the hearings in 1956 or 1957 before the Committee for 
Reciprocity Information, with many other imported cloths produced 
for price comparison, not a single yard of British woolens was sub- 
mitted in evidence by the American woolen industry as being lower 
in price than that of comparable American fabrics. 

The United States consistently exports a far greater quantity of 
products to the United Kingdom than the United Kingdom exports 
to the United States. Contractions in American imports must. in- 
evitably in time produce contractions in American exports. Our 
foreign economic policy is directed toward reducing imbalances of 
trade between the United States and its allied nations, not expanding 
them. The woolen and worsted imports from the United Kingdom 
are, on the whole, of a distinctive character that actually supplement, 
rather than displace, American fabrics. The small mills of the 
United Kingdom can and do manufacture their fabrics in as little 
as 1- and 2-piece lots, a method of manuacture that on the whole 
has been found uneconomic in American domestic production. The 
smaller American clothing manufacturer who must rely on his ability 
to maintain a large and varied assortment of clothing, made in differ- 
ent styles, in order to compete, finds this possible only because of the 
willingness and the ability of the United Kingdom manufacturers 
to provide distinctively designed fabrics in limited quantities. 

Thus, there is no more reason to erect barriers against the importa- 
tion of British woolens than, for example, to erect them against Rolls 
Royce cars or Scotch whisky. After all, Americans can ride in 
Cadillacs, drink bourbon, and wear clothing made of synthetics, and 
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manage to survive. From the point of view of absolute need, the 
United States could very well place an embargo on the importation 
of all manufactured products, with the result, of course, that the free 
world would in time place an embargo on all American manufactured 
products. But there will always be a demand in this country for 
products which differ from those of American manufacture, even 
though they may serve the same general purpose. Rolls Royce cars, 
Scotch whisky, and British woolens differ from their American coun- 
terparts, but the American people want them, and it is American 
policy not to deprive its citizens of the right to acquire them. 

It is in keeping with American democratic processes to insure that 
American citizens enjoy the freedom to purchase the distinctive prod- 
ucts they may wish to acquire, and it is directly violative of the 
America credo to adopt what may be characterized as a totalitarian 
concept, viz, the limiting of the freedom of choice of the people of 
the United States for the doubtful convenience of a few American 
manufacturers. 

We have two basic recommendations which we wish to submit to 
this committee. 

The first is that the President of the United States be requested 
promptly to rescind the proclamation invoking the Geneva wool 
fabric reservation, upon the ground that this 10-year-old provision 
is obsolete, is serving no useful purpose, and is damaging the econ- 
omy of American small business. 

The second is that the Congress of the United States repeal the 
provisions of the Tariff Act which provide for a specific duty on raw 
wool and a compensating duty on the wool content of imported 
fabrics. 

(The report referred to is as follows :) 


The ad valorem rate of duty of 25 percent is more than adequate protection 
to the American woolen industry against lower hourly wage rates paid in the 
United Kingdom. 

It must be pointed out that the cost to the American wool importer of the wool 
content of the cloth he imports is substantially the same as the cost of raw wool 
imported by, or used by American woolen manufacturers, for woolen fabrics are 
imported under a compound duty and there is indeed therein a specific duty of 
871% cents with respect to the wool content of the fabric which serves to equalize 
the 25% cents per pound specific duty paid on raw wool by American woolen 
manufacturers. Thus, this specific duty places the American woolen manufac- 
turer in the same position as the importer of wool fabrics, insofar as the cost of 
the wool content of the woven fabric is concerned. Accordingly, the ad valorem 
rate of duty is in effect a duty on the conversion process, viz, on the cost of con- 
verting raw wool into a finished fabric. 

To compare the wage structure in the United States with that of the United 
Kingdom on the basis of actual hourly wage rates paid, manifestly cannot serve 
as a means for comparing labor cost involved in the production of woven fabrics 
in these two countries, for it is the actual labor cost per yard of cloth produced 
that alone can serve as a yardstick of comparison. 

In the United States in 1954, 438,684,000 square yards of woven woolen fabrics 
were produced. In the production of these fabrics, 162,492,000 hours were ex- 
pended by production workers in the American woolen industry. Consequently, 
we find an average of 0.370 man-hour required in the United States to produce 1 
square yard of cloth. In the United Kingdom in 1956, 371,821,000 man-hours 
were consumed by “productive personnel” to manufacture a total of 396 million 
square yards of woven woolen cloth. Of the total of these man-hours approxi- 
mately 21,079,000 man-hours were expended in the United Kingdom to produce 
the net exports of tops and yarns. Deducting this amount we find that 350,742,- 
000 man-hours were consumed to produce 396,600,000 square yards of woven 
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woolen piece goods in the United Kingdom, resulting in an average of 0.884 man- 
hour required to produce a square yard of woven woolen fabric. 

Thus, it would appear that as an average, the British woolen industry required 
2.4 times as many man-hours to produce a square yard of cloth as did the Ameri- 
can woolen industry. The reasons for this differential in labor cost are all too 
well known, namely, the preponderance of automatic looms in the United States, 
the many labor-saving devices employed in the United States, the use of high- 
speed machinery and the introduction of the American system of spinning. 

The foregoing computations provide us with the means of arriving at a reason- 
able estimate of the difference in the cost of productive labor per square yard of 
wool fabric in the United States as against such cost in the United Kingdom. 

According to the bulletin of the National Association of Wool Manufacturers 
entitled “Fifty Percent Contraction in the Woolen Industry,” the wage rate in 
the United States wool industry for productive labor is $1.60 per hour. Relating 
this wage rate to 0.370 man-hours required to produce a square yard of woolen 
fabric results in a labor cost in the United States of 59 cents as an average for 
the production of a square yard of wool cloth. The wage rate of 48 cents per 
hour in the United Kingdom, applied to 0.884 man-hours required for the produc- 
tion of a square yard of cloth in that country results in an average cost of 42 cents 
per square yard of wool cloth produced in the United Kingdom, with a consequent 
difference of approximately 17 cents per square yard in labor cost between the 
two countries. 

I do not wish to suggest that these figures can be regarded as a precise calcula- 
tion of the difference in the cost of production of wool fabrics in the United 
Kingdom as against that in the United States. Other, but relatively minor, 
factors must be taken into consideration. See exhibit B hereto annexed. I 
believe, however, that the estimates hereinabove set forth although approximate, 
are close to any estimate that a more accurate survey would disclose. 

Moreover, in considering the difference in the cost of production of wool fabrics 
in the United Kingdom as against the cost in the United States, we should not 
overlook the additional costs that an American importer-distributor of British 
woolens must absorb, to which the purchaser of American wolens is not subjected, 
viz., special packing required for trans-Atlantic shipment, ocean freight, ocean 
insurance, and charges of customs brokers. These charges are generally re- 
garded, I am informed, as adding 10 to 15 cents a yard to the price of imported 
fabrics, depending largely on the quantities constituting the shipment. In 
addition thereto, it must be remembered that an importer-distributor is obliged 
to pay the specific duty and the ad valorem duty in cash in advance of the 
receipt of the wool fabrics he imports, while, on the other hand, the purchaser of 
American woolens, is obligated to pay nothing in advance of delivery and pays 
for his fabrics sometime after delivery, on regular trade terms. Thus, the 
interest charges involved in the prepayment of a material percentage of the total 
cost of imported woolens should also be considered in determining the effectiveness 
of a 25-percent ad valorem rate of duty as protection to the American woolen 
industry. 

Moreover, to the total landed cost, the importer-distributor of British woolens 
must add a reasonable markup for his costs incurred in the styling and designing 
of the imported woolens he purchases and in the overhead costs incurred in the 
sale thereof. When all these additional items are aggregated, it will be found 
that no ad valorem rate of duty whatsoever is required to protect American 
woolen manufacturers from the so-called wage gap between the labor costs of 
producing wool cloth in the United Kingdom and such cost in the United States. 

However, even if we disregard the additional costs to an American importer- 
distributor in handling British woolens, the amount of the 25 percent ad valorem 
rate of duty is far in excess of the sum of approximately 17 cents differential in 
labor costs incurred in the production of a square yard of wool fabric in these 
two countries. The average foreign value of all British woven wool cloths 
imported into the United States in 1956 was approximately $1.83 per square 
yard. Applying the rate of 25 percent ad valorem to this figure, we find the 
American woolen industry protected by 4534 cents per square yard, or more 
than twice any possible differential in the labor cost of producing a square yard 
of cloth in the United Kingdom as against that in the United States. 

Inferentially, this committee should bear in mind in considering this cost 
of $1.83 per square yard that a square yard is roughly two-thirds of a linear 
yard, and when we convert square yards into linear yards, add the duty on the 
wool content of 37144 cents per pound, the ad valorem rate of 25 percent, the 
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costs hereinabove referred to, which the American importer-distributor must 
absorb, as well as his markup, we arrive at an average selling cost too high 
to classify British woolens as low cost woolens under any possible definition 


thereof. 
Senator Pastore. The exhibits referred to will be inserted in the 


record. 
(Exhibits A and B are as follows :) 


Average productivity of the wool textile industry in the United States and the 
United Kingdom 
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Total Total woven Average 
man-hours goods pro- man-hours 
worked by duced (in per square 


production square yard 
workers yards) 
I IN: NONI tet wissen set khan wiles ents Med 162, 492, 000 438, 684, 000 0. 370 
ECO A LECUONN, TOON e oon ccm ese iss ch nebesdideehastnpenehess 1 350, 742, 000 396, 600, 000 . 884 








1 Adjusted for man-hours spent in production of net exports of tops and yarns. 


Average productive labor cost per square yard in the United States and the 
United Kingdom, 1956 





Average | Average 
man-hours | Average pay | labor cost 
per square | per hour per square 
| yard | yard 
aia kn fae oe kk oi oe a a ee rt ee 0. 370 $1. 60 $0. 59 
United Kingdom-....-..........- aimee. ibe Midhien uth ta tated : . 884 . 48 .42 











The foregoing calculations* do not undertake to include differences in cost 
arising out of such factors as social security benefits, classes of wool products, 
and possible unequal changes in inventories of semifinished products. 

We seriously doubt that consideration of these factors would result in any 
material change in the foregoing calculations that could be regarded as favorable 
to the United States wool industry. In any event, any such change would doubt- 
less be more than offset by the omission of any provision for a downward adjust- 
ment in United States man-hours that would be required to compensate for the 
use of such tops and yarns as are imported in the weaving of domestic wool 
fabrics. 

Mr. Smiru. Now, I have heard this morning a great deal about this 
concept of categories and I would, with your permission, Mr, Chair- 
man, like to make a few observations about that. 

Ever since the Geneva wool fabric reservation was adopted, we, the 
American importers and users of imported fabrics, have almost an- 
nually been subjected at hearings in Washington to tempt the Ameri- 
can woolen industry to proceed to render the import of woolens alto- 
gether unsound and uneconomic to systems of categories. 

The first one, as I recall it, Forstmann Woolen Co., many years 
ago, before it was absorbed by the Stevens firm and moved its opera- 
tions largely to the South, they thought of dividing the 5 percent 
into 4 categories, as I recall it, high priced. 

Then some years ago, about the time the American woolen industry 
began to desert wool as a fabric for the fabrication of Du Pont, East- 


1 Sources: United States—Census of Manufactures, 1954: United Kingdom—Common- 
Wealth Economic Committee, Wool Intelligence, October 1957: The Wool Delegation, Wool 
Industry Bureau of Statistics, Monthly Bulletin of Statistics No. 85, February 1957. 
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man Kodak, and these other firms, which were rapidly displanting 
the use of 100-percent wool in the manufacture of domestic light- 
weight fabric, they themselves perpetrating this act and deed, and I 
do not blame them, because the advertising of such giant firms as 
Du Pont and others were well worth taking advantage of. 

Well, as they found themselves getting out of making 100 percent 
lightweight worsteds and moving into the field of more and more of 
these man-made fibers, particularly the very remarkable noncellulosic 
fibers of the Dacron variety, they naturally started to produce, them- 
selves, far less lightweight worsteds than they did before these prod- 
ucts came into being because you must remember at the time the 
Geneva wool fabric reservation went into effect, these miracle fibers 
like Dacron, Kodel, Verel, Dynel made by the great chemical indus- 
tries, were just in the laboratory stage. The negotiators at Geneva 
never dreamed that such a technological revolution in the manufac- 
ture of fibers would take place in the United States. 

Today there is no such thing as American woolen industry, it is a 
multiple fiber industry. It uses what it likes to use, what is more 
economic, and what is more sound. And I might suggest, Mr. Chair- 
man, there is not any question it is sounder for the Rinetiah woolen 
industry to play around with the steady nonfluctuating prices of these 
noncellulosic fibers which on the whole are inclined to decrease than 
subject themselves to the economic disadvantages of a fluctuating arti- 
cle such as wool, which is subject to all of the difficulties involved in 
an auction system. 

Now then, going back to a basic point, what right have these gentle- 
men who have now supplemented their lightweight worsted fabrics or 
rather displacing them largely by fabrics made in whole or in part 
of these noncellulosic fibers, now to say to the American importers of 
100 percent woolens, who use them, who need them in their economy, 
and whose product cannot, despite any statement to the contrary, 
duplicated here or we would not buy them, how can they now suggest 
that this should be stopped? Why should we importers suffer who are 
still keeping the flag alive for 100 percent woolens, which the Amer- 
ican woolen industry is destroying, in my view, by their complete—I 
won’t say complete, their gradual desertion to manmade fibers? 

Senator Pastore. Is it a matter of desertion or matter of progress? 
I mean after all, ultimately you have to meet the taste of the con- 
sumer. Now, if a consumer is willing to buy a piece of goods that con- 
tains wool and these manmade fibers because it is more convenient for 
them to buy it and they like it because they do not have to press it as 
often, or they can buy it as cheaply, why is that an argument to say 
to the man who still is in the all-wool field that he should abandon his 
market if he cannot compete on the same business for that imported 
piece of goods? 

Now, do I make myself clear on that question? In other words, let 
me say this: Would you be importing all-wool goods from abroad if 
- could buy it more cheaply here in the United States of America? 

ou certainly would not be doing that. 

Mr. Smiru. Oh, yes, I would. 

Senator Pastore. You would? 

Mr. Smirn. Yes, if I could not get the same quality goods, the same 
distinctive fabric. 

Senator Pasrorer. I am talking about the same fabric. 
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Mr. Smiru. If you take an identical piece of flannel and I could 
buy it cheaper here, why not, if it is absolutely identical. You would 
never find, this American woolen industry has never attempted to 
suggest that you can find a precise identical piece of cloth made in 
Britain or here, particularly in these fancy fabrics. 

oe me, if I may, deal with the question you asked which is a very 

one. 
Senator Pastore. I want to get this on the record though, if you do 
not mind the interruption, and then I will give you all the time you 
want because this is a very important point, because the argument you 
are raising here is going to be raised on the floor. There is no question 
at all about it. There are people who see it your way and people who 
see it their way, and what we are trying to do is to get both points of 
view on the record so it will make sense for people who read the record. 

I am going to give you all the time that you require because this is 
a very important point. The argument has been made here, that it is 
not a question of quality; but a question of price because abroad they 
pay their help more cheaply than they do here in the United States of 
America. You know they do. 

Mr. SmirnH. Now, which question would you like me to answer? 

Senator Pastore. The question I would like to have answered is 
this: Are you actually saying no matter what the price level is, it is a 
matter of pattern and quality concerning what has to be imported ? 

Mr. Smiru. No. Who could say that? I would say as a matter of 
economy, if you can import the unusually designed fabrics of England 
in the small quantities, and of Scotland—I have some Scotch friends 
too—in the kind of quantities, the small quantities which are econom- 
ically feasible to make in England and in Scotland, and has been found 
on the whole with very few exceptions, to be economically unsound 
here, they are used. 

Now, our fine makers of clothing, our leading makers of quality 
fabrics, I assure you they would not be using the distinctive fabrics of 
Britain and paying materially higher prices than they would have to 
pay for a reasonably comparable American woolen fabric if there was 
not demand for it and if it was not a case that they neeeded it in the 
economy of their business. We would not be here if we did not need it. 

Senator Pastore. May I understand this a little further. In other 
words, what you are talking about is in smaller quantities, and you 
mean to develop exclusive consumer wants ? 

Mr. Smirn. Yes, if you take a fine maker and he is not a large 
company, because with relatively few exceptions the American men’s 
clothing industry at the middle and higher level, the small industry, 
on the whole not too highly capitalized, and when they can buy a few 
pieces of a style and have a wide assortment to show their customers 
they are able then to compete with the larger companies who can affor 
to buy in larger quantities. And I would say there are a fair num- 
ber of small Tous in the United States manufacturing quality cloth- 


ing today, and deprive them of British woolens and you find them 
out of business. 

This is a specific demand created in this country for over 100 years. 
At the time the trade agreement of 1947 was signed, there was over 
90 percent of woolens came from the United Kingdom traditionally. 
Traditionally it has been identified with quality. Most of their looms 
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are nonautomatic because that is how you get quality, and I have 
attached to my statement, and I would hope you will examine it, a 
study we made indicating that based on the actual cost of producing 
a square yard of cloth in the United Kingdom and producing a square 
yard of cloth in the United States at 25 percent ad valorem rate of 
duty is far more than the American industry needs for so-called 
protection. 

Now, that has never been denied. I do not know anything about 
Japanese woolen costs or labor costs, but I do know, because we have 
made this study, the industry does not need any more protection than 
a straight 25 percent. 

Senator Pasrorr. Will you point that out in your statement? 

Mr. Smirn. Yes, I have attached a schedule with an analysis of a 
study we made for the purpose of demonstrating that simply because 
there is a differential in the hourly wage has nothing to do with the 
actual producing costs of getting a square yard of cloth made because 
of the different methods employed in making it. 

Senator Pastore. You are making this contention on the part of 
English imports ? 

Mr. Smiru. I am talking only of this before you, inferentially per- 
haps for others, but primarily we are making this in behalf of Ameri- 
can importers and users of British woolens. That means the men who 
have imported, styled, designed, and sold British woolens since the 
Jast century in this country. It includes many of our large retail 
establishments and many of our quality clothing manufacturers, all 
of whom are terribly adversely affected by the implementation of the 
Geneva wool fabric reservation because it causes chaos in the indus- 
try. It means that if they introduce a line of garments in the spring 
and it is a success, to get the same cloth again, they have to pay 20 
percent more later on and this is either inflationary or depleting. 

The record as you know, take last year, for the first 7 months of the 
year there was 14 million pounds of woolens imported. The last 5 
months, 2 million, of which only a small amount was of British 
manufacture. 

Senator Pastore. Now, what about this argument of guaranteed 
price ? 

Mr. Smirn. That absolutely, so far as I know, I do not know—and 
we represent the major portion of American importers who sell—and 
I have never heard this concept of a guaranteed annual price on 
British woolens. This reminds me—it seems to me when witnesses 
opr before you and make such statements, I think your committee 
should call upon them for proof. 

It is like that shocking statement I read and heard again that I am 
reliably informed that the British—and let me find this for you because 
I think this kind of statement a witness should be called upon to 
either prove or not clutter up the record with. Here is a statement 
in Mr. Wilkinson’s statement : 





Japan is reliably reported to have imposed a quota as a result of pressure 
from Great Britain which is concerned because rapidly rising shipments of 
Japanese wool cloth to the United States have hurt Britain’s cloth sales. 

Mr. Wilkinson is here. I would like to know who reliably reported 
it to him. I have made inquiries all over to find out how this hap- 
pened, and the only thing I heard was that the Japanese, in anticipa- 
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tion of a possible demand by the United States, adopted it or alterna- 
tively adopted unilaterally. 

My own investigation indicates that the British Government had 
nothing whatsoever to do with it, and it would seem to me that Mr. 
Wilkinson would know that the British Government would no more 
interfere with Japanese economic relations with the United States 
that the United States would interfere with the other. 

As a matter of fact, the only statement we find on it is one that 
appeared in the New York Times of October 19. We do not know, 
again, who this person is, but referring to this 5-million-yard quota, it 
said : 

“Unless autonomously checked, we fear American dealers may start calling 
for higher tariffs on Japanese woolen goods,” a spokesman said. 

To the best of my knowledge, and I tried to find out because I 
thought this came, frankly, as the result of the visit of the representa- 
tives of the American woolen industry to Secretary Weeks some month 
or so before this was announced, when they demanded a Japanese 
quota. For once, I am rather amazed at Mr. Wilkinson’s modesty in 
not taking credit for the Japanese quota, which it seems to me, he is 
entitled to. 

Senator Pastore. Now, what about this point which was just raised 
by Mr. Honig relative to the cutting of prices of Japanese and British 
manufacturers? Is it your understanding the Japanese and British 
are vying for the American market ? 

Mr. Smiru. I would put it this way: Is vying for consumer market. 

Senator Pasrore. Of the United States? 

Mr. Sairn. Of course, and everybody is vying for the market every 
place else. We would not be exporting several billion dollars more 
goods to the rest of the world than we are importing if we were not 
vying for it, and this is the kind of economic climate, I am sure, Mr. 
Chairman, that you regard as best for the free Western World. 

Senator Pastorr. Provided it is free competition and free enter- 
prise, but our Government is subsidizing some of these results which, 
of course, does not happen in America. 

Mr. Smiru. You mean subsidizing some of our exports? 

Senator Pasrorre. Yes. Now, at one time I had heard from a manu- 
facturer in my State that if steel were purchased to manufacture 
goods for export, there was a certain subsidy connected with it. If 
it were for local consumption there was no such subsidy. Now, if you 
are competing with that in the United States of America, you know 
this is free competition and free enterprise, with no such subsidy. 

Mr. Smiru. Let me just suggest this. We know that in various 
countries different practices are made, but we do know that there is 
no subsidy to the export of British woolens to the United States. 

Senator Pastore. There is not ? 

Mr. Smiru. No, no. Not even remotely. No one has ever charged 
it and it does not exist and it could not happen. As a matter of fact, 
the British market is open to imported woolens generally. We recog- 
nize there is a dollar problem in various countries and some have lists 
of goods that you may have to apply just to see if the government has 
enough currency, enough dollar currency, to pay for it, but if there 
was not enough dollar currency made available for imports, we could 


not be exporting several billion dollars more goods than we are im- 
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porting. This is not all coming from foreign loans. We cannot 
export the volume of goods we do and not get paid for it. You 
know, Mr. Chairman, we are paid for it, and paid for it in dollars. 

I would like to go back, if I may, to this issue of categories which 
I think we left off because it seems to me this is what med would 
like, and I can sympathize with them. The Geneva wool fabric res- 
ervation has gone far to disrupt the economy of American importers 
and users of British woolens. Now, just put them into a straitjacket 
of categories by weight and nobody is going to do business. It is 
just an indirect way of saying to you, Mr. Chairman, “Look, this 
has done us this much good. Now, do us some more by making this 
up into categories.” 

Now the fact is for 10 years our administration has consistently con- 
strued, both Democratic and Republican, has consistently construed 
the Geneva wool fabric reservation as not being capable of construc- 
tion of breaking down into categories. And this is a sound obliga- 
tion to the United States Government, a trade agreement between 
the United States and the United Kingdom to which other countries 
under our most-favored-nations treaty area party. Now, if you want 
to junk the whole act, that is one thing, but it is not for this com- 
mittee to suggest that the administration, having construed this one 
way for 10 years, should now misconstrue it for the convenience of 
these people. If they do not want the Geneva wool fabric reserva- 
tion and they want our country to abandon it, they have a right to 
ask for it. And you know that there are many means that your 
Congress gave them to get any help if they can prove they need it 
because under the Trade Agreement Extension Act, they can apply 
for an escape clause hearing. Last year they made an ODM appli- 
cation, and it was denied on the ground there was not any threat, so 
they are not helpless if they can prove their case. 

Well, what really disturbs me is this indirect demand for the total 
destruction of imports because that is what categories mean. Yor 
can Pp so many from 8 to 9 ounces, because that 1s popular, and we 
are making most of the goods in that line in manmade fiber cloths, 
but that does not apply. That is not the denominator. Frankly, I 
have never understood the administration’s position in proceeding to 
implement the Geneva wool fabric reservation to the hilt making it 
5 percent down the line on woolen and disregard the fact that when the 
time that treaty was made no one ever dreamed that Dynel, Dacron, 
and Acroilon, and the rest of these things would so displace wool. 

One would think in fairness the quantity of the goods that have 
displaced wool made by these same fabric manufacturers should be 
in the denominator in figuring what 5 percent is. 

In 1948 when the trade agreement was signed, the per capita use 
of wool in the United States was 4.7 percent. This year it is down 
to 2.2 percent. Now what is happening? The American people are 
more prosperous than ever, they are better clothed than ever. Is that 
the result of a few million yards of woolens? It is just shocking and 
I think, frankly, that this committee should well consider recom- 
mending to the administration that if they feel there should be a 
continuation of a Geneva wool fabric reservation—and we do not 
think there is any reason for it—then they should consider the other 
classes of cloths the same woolen industry is now manufacturing in 
displacement of wool. By this year, there are more of these non- 
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cellulosic fibers used in mill consumption than wool is used and yet, 
when this treaty was signed, it was still in the laboratory stage. 

Now, look, I admire very greatly the firms of du Pont and Eastman 
Kodak who are creating these remarkable fibers, and I agree with 
you this is progress. We must also bear in mind the huge advertis- 
ing programs of these giant chemical companies, their tieups with 
retailers, their advertising which produced consumer demand. I 
would like to see a great Government appropriation, because the in- 
dustry cannot afford it, to remind the American people of the unusual 
values of wool. 

Senator Pasrorr. May I ask you this question, sir. Has the greater 
use of manmade fibers and these chemical combinations we talk about 
affected your line of business on imports? 

Mr. Smrru. I would say up to the implementation of the Geneva 
wool fabric reservation, it did not because the demand that we were 
filling was for 100 percent fine British woolens, that on the whole sell 
at a materially higher price than the average comparable American 
cloth, so that it was not happening at all. It did not affect us; we 
were not competing with them. It did not, when I say the American 
importers did not have to think about it. But as a result of the imple- 
mentation of the Geneva wool fabric reservation, which causes a 
cutoff in the middle of the year, you see, and these lightweight wor- 
steds are normally delivered in the fall of the year for manufacture 
into cloth for the following spring season, so the principal effect of 
the implementation of the Geneva wool fabric reservation has been 
to give a terrific shot in the arm to the fabrication of cloths made no 
longer of 100 percent lightweight worsteds. 

In fact, when the Geneva wool fabric reservation was adopted, 
there were still firms in the United States who made 100 percent light- 
weight worsteds exclusively. Now I do not know of any; I would 
like to hear of them. There may be 1 or 2, but the principal ones 
I know of are now making, to fill this demand, these combinations. 

Now what is happening now for the first time as a consequence of 
this? You are beginning to find some foreign exporters beginning 
to produce some of these 55/45’s because that comes in at a lower 
duty, because in Europe the comparable manmade fiber, which is called 
Terylene, is much more expensive than wool, that it is not of chea 
value, so the consequence of the Geneva wool fabric reservation is 
to encourage the development of manmade fibers abroad for export, 
the discouragement of domestic use of woolens, the discouragement 
of foreign exports of worsteds for that season of the year. It has 
not done, as the figures indicate, the eae bit of god. 

As a matter of fact, if you will look at the record of per capita 
consumption, in 1954, it was 2.6 of wool in the United States; in 
1955, 2.9; in 1956, 3 percent. No sooner was the Geneva wool fabric 
reservation adopted than per capita consumption went down. So 
the net effect of it that I see is that the Geneva wool fabric reser- 
vation has brought down per capita use to 2.2 percent because the 
American woolen industry has simply moved into these other fab- 
rics much faster since 1956 than the 2 previous years. 

Now this may be a coincidence and I am not suggesting that bein 
relieved of having to provide woolens in compliance with the deman 
created by the fine and distinctive woolens that came from Britain 
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at that time of the year made it easier for them to go into what is 
really a much more economically desirable fabric to make, these com- 
binations, but I am suggesting that it has not done any ‘good if we 
are thinking of another provision or legislative policy, and that is 
the encouragement of the use of wool in the United States. I would 
say that the Geneva wool fabric reservation has not—or its imple- 
mentation has not—had that effect. 

Senator Pastors. Now how do you mean that ? 

Mr. Sairu. I would say the implementation of the Geneva wool 
fabric reservation, we just: see in the 2 years since it was invoked, the 
per capita use of wool in the United States had declined at a more 
rapid rate. It was going up before; it has gone down since. Maybe 
it is a coincidence. We also know since the Geneva wool fabric reser- 
vation was adopted more American worsted companies have aban- 
doned making exclusively worsteds to go into these other fabrics as 
well. Now, maybe that is a coincidence. ~ Maybe the fact that they are 
relieved of competing even at a lower price with fine 100 percent Brit- 
ish worsteds has nothing to do with it, but it might. I am only saying 
that it just does not seem to make sense to destroy the economy of 
American importers and users of British woolens who are obligated 
for 6 months of the year now, and certainly the American importers 
would be virtually out of business, because a minuscule quantity of 
British woolens have been coming in that period. This market can- 
not pay for it and cannot absorb it at those prices, so they find them- 
selves in the position that they are in business 6 months of the year, 
and what are they going to do? Discharge their people the last 6 
months or work at reduced staff and try to rehire them? This is a 
very uneconomic thing for our American people. 

Senatore Pasrorr. What I am trying to determine from the points 
that you are raising now, is whether or not the Geneva reservation, 
when it is invoked, drives the American consumer to more synthetic 
goods or whether it helps the domestic producers of wool to compete 
on a better level with the importers ? 

Mr. Smiru. I would say that the effect in practice, we can only 
look at the statistical record, we see that in the last 2 years the pro- 
duction of woolens in the United States has declined at an accelerated 

rate. Let me put it this way. If you believe that it is wise for the 
American woolen manufacturer in this multifiber age to be dis- 
couraged from manufacturing 100 percent w ool or rather to encourage 
him, that is to go into manmade fibers, it is happening, but I would 
say this. I do not think we can blame the Geneva wool fabric reser- 
vation for it. We can say that in the operation of their economy it 
is much sounder to make these fabrics, particularly when you have 
companies like du Pont with their advertising program creating a 
huge demand. 

I would only say this: That the implementation of the Geneva 
wool fabric reservation has not made the slightest contribution 
to encouraging the use of wool in the United States, and I would say, 
on the contrary, robbing this market of the distinctive fabrics of 
Britain, which were an inspiration and stimulation to this industry, 
has done it a disservice. The more fine woolens that are in the stores, 
whether they come from Britain or the United States, is one way of 
reminding the American people of the superiority of the natural 
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fiber, and when you prevent British woolens from coming here 6 
months of the year and permit the vacuum therefore to be filled 
largely by fabrics made in whole or in part of manmade fibers, you 
are discouraging the use of wool in the United States. That is my 
opinion. It isn’t a matter of competition because the figures are 
that it has not done them any good anyway. 

Senator Pasrore. Would your industry be affected at all if there 
were a greater influx of, let us say, Japanese worsteds and wools? 

Mr. Smiru. I would say it does not really matter to the British 
woolen industry what happens with the Japanese. 

I have asked various of our members what their policy is and 
they say they buy Japanese woolens on the whole, not to displace 
British woolens, because of quality and more perhaps because of a 
price factor, but I will say for the Japanese they are improving the 
quality of their fabric. But this idea of a commercial war between 
British and Japan in this market is just the most idle nonsense be- 
cause the National Association of Woolen Manufacturers in their 
excellent presentation have always called the attention of our Gov- 
ernment to the competition in Japanese woolens. There is not any 
doubt that Japanese woolens have had only a very mild effect on the 
aggregate SURO of British woolens. Our goods on the whole 
of comparable quality are higher priced. Our costs are higher. 
I do not believe that whether you cut down Japan or do not cut down 
Japan will have any effect on the importation of British woolens. 

British woolen manufacturers compete with each other. The 
do not compete directly, although necessarily to a minor degree, wit 
American manufacturers. There are a few manufacturers here, you 
might say, who to a mild degree compete. Basically, they compete 
with each other, and I would say that on the whole the influx of 
Japanese woolens has had some effect, but no substantive effect on 
imports of British woolens. 

Senator Pastore. Do you see any peril in the future? 

Mr. Smrrn. Who knows the future? 

Senator Pastore. Well, you have been in business. 

Mr. Smirn. I would say I have great respect for the Japanese in 
their industrial skillfulness, and I would suspect that in time, and 
I om under their kind of quota they have established, that they 
will, as they already have, steadily improve the quality of their fancy 
goods, but this is fine, this is healthy competition. We do not for 
1 minute, we as importers, we do not mind that. No one seeks mo- 
opoly in a free society. Ones healthy competition is a good thing. 
The more countries that will concentrate on making fine woolens and 
bring them in this country and remind the American people that fine 
woolens can be made and are being made, I think will encoura 
American woolen manufacturers to perhaps stay to some degree their 
rapid displacement of 100-percent wool with other fabrics. 

And I might suggest to you, Mr. Chairman, that the great threat 
and the only threat—but it is a threat that cannot be avoided—to the 
American woolen industry are these manmade fibers. We know that. 
Everybody knows it. 

For instance, while up to now these fibers have largely had the 
summer-weight business, now Dacron, with its type 64, and Eastman 
Kodak with its Kodel, have come out with some remarkable products 
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which repel pilling, get a surface nap, and will be usable by 1959. 
I think Kodel is already being made for fall and winter suits, which 
up to now have been largely impervious to this influx. 

Now this is not anything we can avoid. Why, Du Pont is building 
1 plant alone, and 1 new plant with a 46-million-pound production 
a year, when all we import is less than 16 million pounds of woolen 
fabrics in the United States. 

You see, this is the thing—what are we going to do? I would not 
suggest we put a processing tax on noncellulosic fibers, and I would 
not suggest with the rapid movement of textile industry from the 
North to the South that we put a tariff barrier on the Mason-Dixon 
line, because this has happened not recently, it started 8 or 9 years 
ago. There is no use putting a tariff barrier against a lot of defense- 
less friends of ours like Britain, Ireland, Italy, and France, and these 
other countries, when it is not serving any useful purpose. 

I have strongly urged, and it is one which the National Association 
of Woolen Manufacturers has joined, that the one way, if you want 
to help encourage wool production in the United States, is to repeal 
the specific duty on raw wool. This is the one and basic way of 
doing it. Restore the competitive position of raw wool, because 
actually the specific duty on raw wo and the compensating duty of 
3714 cents a pound on the wool content of the fabric has been an 
umbrella which the United States created which made possible the 
development to a large degree of these noncellulosic fibers the great 
domestic chemical giants of this country. It was unintentional; we 
thought we were protecting wool, but we were not. We were protect- 
ing the development of these fibers. 

Now you cannot halt that, but what you can do, if you want to 
encourage wool and encourage wool fabric use in the United States, 
you can end that duty. 

Mr. Wilkinson—and I should not say Mr. Wilkinson, but his or- 
ganization—said, and I quoted it in my statement and I regard it as 
such an excellent one, that with your permission, I would like to refer 
to it. The National Association of Wool Manufacturers in a state- 
ment presented to the Department of Commerce on March 10, 1955, 
had this to say with respect to the specific duty on raw wool: 

There is the further fact with the elimination of the duty on raw wool and 


the elimination of its counterpart, the specific duty on wool products, the cost of 
wool products to the public should be expected to he measurably lower * * * 


And they make this statement: 


It has been asserted that under existing ratio of consumption, roughly twb- 
thirds imported wool to one-third domestic wool, the American public buying 
wool pays at least $240 million extra for wool products because of this duty from 
which the growers benefit only to the extent of some $30 million. 

Now, wouldn’t it be healthier, really—and they urge as I do the 
absolution of the specific duty on raw wool—wouldn’t it be healthier 
for the economy of this country to make wool cloth considerably 
cheaper to the American person, and this would particularly affect 
the poorer people in the United States, at a cost of $30 million, if 
these figures are correct, as against $240 million, and I might suggest 
to you how this comes up. When you pay a specific duty on raw 
wool in a capitalistic society such as ours, there is such a thing called 
profits, and each processor has to put a markup on it. The scourer, 
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the cleaner, the comber, the spinner, the fabric manufacturer, the 
manufacturer of the clothing, and the retailer, until by the time that 
2514 cents a pound reaches the American consumer, it is dollars, no 
longer cents. ; 

ow, I do not believe we ought to protect—really, I think by this 
time—I do not think Du Pont and Union Carbide need the protection 
of a specific duty on raw wool. I think it is high time that the 
Congress of the United States examine the situation and regard it as 
more advisable to give a direct subsidy on which there is no markup 
to the woolgrower to encourage it, bring down the price of wool, and 
you would not find, I am quite sure, our friends here asking you to 
stem the tide of imported fabrics. 

Senator Pasrore. The only trouble with that is, you see, these 

entlemen come before this committee and so do you, and say, “We 
- not want any special treatment, we do not want to be favored, we 
do not want any subsidy.” Now the American woolgrower feels the 
same way. He is just as interested, just as dignified as the American 
manufacturer and he does not want a subsidy. He wants to be pro- 
tected by a tariff like these fellows want to be protected by a tariff 
and that is your eternal problem. 

It is easy enough for you to make suggestions and possibly for 
manufacturers to make them as well, but the woolgrower in America 
does not want that. He wants protection by tariff. 

Mr. Smiru. Mr. Chairman, do you not think we are just playing 
around with words. What is the difference between the incentive 
~~, providing guaranteed prices to the woolgrower, and a subsidy ? 

f you will, tell me what it is; I find it very difficult. 
enator Pastore. You would be surprised how many people are 
resentful. 

Mr. Smiru. Do you know why? Because the woolgrower does not 
want to remind the American taxpayer he is supporting him, and sup- 
porting him to the extent of, if these figures are correct, $240 million to 
get him $30 million. 

Senator Pastore. Well, you are developing a theory that has been 
threshed around, and there is some logic to what you say, but there 
again, of course, we are getting a little bit beyond the jurisdiction of 
this resolution. 

Let me ask you this question, because what you said here today is 
quite provocative. It requires a lot of thought and a lot of study. Of 
course, the remarkable thing about these hearings is that the com- 
plaint has not been made so much against British importation, which 
[ know from experience, since I come from a family of tailors. 

All my people were tailors and I quite agree that tradition has 
grown up in this country on British imports. Many people who go in 
to buy a suit usually look for the label on the cloth Htsel f and it is a 
tradition that has been built up. I am not saying that the American 
domestic industry has not matched that quality. You have raised a 
pretty good point. We get into mass production. 

There was one time in my State I could meet a man on the street and 
tell him where that cloth was made, and if you wanted exclusiveness 
sometimes you had to go into a different realm. I will grant you all 
that, but how do you reconcile the fact that Forstmann, Botany, 
Pacific Mills, Julliard, American Woolen Co., Cleveland Worsted, 
only to mention a few, have gone out of business ? 
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Mr. Smiru. Well, let me make a few observations here. I could 
give you a great many reasons, I will give you a few. The first is 
emphasized in the fact that wool consumption in the United States 
in an increasing economy, increasing population, increasing pros- 
perity, has gone down from 4.7 percent in 10 years since the trade 
agreement was signed, to 2.2 percent. Some of these firms, including 
Forstmann, and I admire them for it, tried to stay pure. Up to the 
time they sold out to the Stevens outfit they remained a 100-percent 
wool outfit in a country that was finding it difficult. 

But the major reason you will find these firms closed up is they re- 
mained loyal to the northern part of the United States and could not 
ultimately compete with the southern textile mills which could not 
be stopped. So, it was a combination of a sharp reduction in the use 
of wool as a fiber in the manufacture of cloth in the United States and, 
more specifically, the removal of the big industry. If you will look, 
take Burlington, I think has one mill left in New England. Textron, 
which is the successor to American Woolen, has none. ‘They have all 
abandoned them. They are all in the South, and there has not been, 
to my knowledge, a single mill built in New England, and you are not 
going to stop this exodus. 

Senator Pastore. Well, is it not a little more than that ? 

Mr. Smiru. Certainly imports have had nothing to do with it. 

Senator Pasrore. Certainly the problem you have had between 
the North and South with relation to the exodus and influx of mills 
is precisely the same problem that we are having with export and im- 
part, only in a larger degree. I mean is it not basically a matter of 

abor costs and what have you? I mean that is precisely the problem 
that we are confronted with on the larger scale of exports and 
imports. 

If you expect American industry, even the southern American tex- 
tile industry, to compete where they pay, let us say, on the average 
of $1.80 an hour as against maybe 25 and 30 cents an hour, you just 
cannot compete in the same common market. That is, unless you use 
the argument you have used, this is an entirely different type of goods, 
an exclusiveness the American consumer wants, and if he wants it, it 
is going to cost him a little more money anyway. You are ina differ- 
ent kind of position as against mass production, let us say, in Japan 
with American woolen and worsted. It just cannot be. If you can 
make this glass for 10 cents and it is the same glass, only because you 
pay your help 10 cents an hour and you get the same kind of a glass 
that you have to pay 50 cents an hour, you just cannot make it com- 
pete on the same market. You will admit that ? 

Mr. Smiru. I will not only admit it, I will go a step further, Mr. 
Chairman, and say—I do not want to take your time to read this 
statement through, but you will find demonstrative evidence of the 
fact that really, based on the differential in cost, the United States 
does not need any ad valorem rate of duty to protect it against British 
woolens because it depends not on the difference in labor costs, but it 
depends on what it costs to produce a square yard in terms of the kind 
of machinery, the kind of labor conditions, and many other aspects. 

But I would like to go back to one other point, that, consistently, the 
subject of Japan has come up. Now, here is Japan that has now 
imposed upon itself a quota, an absolute quota on the quantity of 
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low-cost goods, or the kind of goods of which at the hearings before 
CRI, the terms of the examples in the law, I watched the American 
woolen industry complain. And it is a pretty drastic one, I think, 
but you must also realize that nothing will satisfy our friends. But 
I would like to remind this committee of this fact. Here it is. Why 
not give it a try. The Geneva Wool Fabric Reservation has demon- 
strably not done the American wool industry, I believe, the slightest 
bit of good. 

Now, you have this Japanese quota, a voluntary one. Now, our 
people have said, well, maybe it is not enough, but I would like to 
remind your committee, Mr. Chairman, of the law adopted by the 
84th Congress which authorizes the President to negotiate a trade 
agreement limiting imports on textiles and textile fabrics whenever 
it seems appropriate. 

If this Japanese wool self-imposed quota proves after the year 
of operation inadequate or even earlier, there is nothing to prevent 
the American woolen industry to attempt to persuade the American 
Government, and certainly I have observed this past year the ad- 
ministration is always a willing listener to the pian of the American 
wool industry, there is nothing to prevent them suggesting to the 
President of the United States that he attempt to negotiate such a 
trade agreement. 

But why, as I say, use a scythe to destroy the American importers 
of British wools when you have a ready tool, really a sickle in the 
form of this power which has been granted by the 84th Congress to 
the President. 

Now, if our Government does not regard it as advisable to do any- 
thing about it, why punish American importers of British woolens 
because it does not want to do it. 

Senator Pastore. No, no one wants to punish anyone. On the other 
hand, they have a right to be as fearful and to be as alert as you are 
for protection of your own industry as they are for the protection of 
their industry as well. 

I mean that is our function here to reconcile all these divergent 
points of view and to pick up the loose threads and see if we cannot 
put them together. I do not think there is a man in this room, and 
they are all intelligent patriotic Americans here, including yourself 
and everybody in this room, I do not think there is any desire here to 
hurt anyone or to be unfriendly to any nation of the world. 

What they are disturbed about is the fact they see their business 
going out of business and they get a little panicked over it, and justi- 
iably so. I mean, you do not have a mill. I used to be a Governor 
of a State where I saw the textile industry, in Rhode Island, for in- 
stance, where it was 45 percent of our income from textiles, and today 
it is less than 20 percent. We have been to New Hampshire and we saw 
what the textile industry decline did to the employment—the textile 
industry declined 50 percent, compared with Rhode Island. The 
same thing exists in Massachusetts. 

Now, it is true there has been an exodus of the textile industry to 
the South, for obvious reasons. Maybe it was to meet this foreign 
competition or maybe because, perforce, the costs were a little lower, 
but now they are being hit. Gingham has gone out, as Mr. Thurmond 
has already told you. There is some harm being done. 





i aaa 





oh ot A 


ao La Nes 


OL: ERY 


DE EEE IL OIE 


| 





1334 PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


Now they have gone before the Tariff Commission and the Tariff 
Commission in many instances has misunderstood their problem, 
Then of course the President comes along on the urgency of the Secre- 
tary of State, who has his problems too, and on a political question, 
sometimes, they have said, well, it is better to stop Communism in 
Japan and lose a portion of your textile industry than to just forget 
it, and let the infiltration take place, and keep your textile industry 
alive. 

Now the question is this, whereas your reciprocal trade actually 
started out on a philosophy of economy, it has now twisted itself 
around and has become a fer of politics and political science, 
which is important too. Now the question is, where do you bring 
about a common ground of understanding to give all industry the 
protection that it requires, and needs, and how do you do it com- 
mensurate with promoting peace throughout the world. 

I will tell you very frankly that is a man-size job, you will have to 
recognize that, and these gentlemen have their problems, and certainly 
we have bigger problems. It is not easy. 

Mr. Smiru. I do not envy your problem because it is a very trying 
one. 

I would just like to, if I may, Mr. Chairman, just make this ob- 
servation and that is this basic one. You know, this Geneva wool 
fabric reservation was adopted 10 years ago. I would like to make 
this one basic observation. As I pointed out indirectly before, this 
Geneva wool fabric reservation is not a matter of a right, as you know. 
It is a discretionary right. The President is granted the right under 
this reservation at such time in any calendar year when production 
exceeds 5 percent, to put on a tariff law. It does not have to be 45 
percent. He has to directly or indirectly exercise this discretion an- 
nually, either by failing to rescind this proclamation or making a 
new one, but he has to decide every year, this is the quota, this is the 
duty. 

Now I say that this country of ours does not have to trot out an 
obsolete provision made 10 years ago at a time when we did not have 
escape-clause mechanism, peril point mechanism, ODM mechanism. 
It does not have to trot out an obsolete provision in a trade agree- 
ment at a time when, as I have pointed out, these noncellulosic fibers 
like Dacron were in the laboratory stage, and proceed to use it at this 
time in the most uneconomic way you can think of. 

It would be just chaos that it would produce upon American im- 
porters who do not know the price of their goods, They do not know 
the cutoff date. If somebody orders a piece of goods in the spring, 
he does not know will it come before the tariff quota, there is no date 
there, there is nothing. The only advantage of this implementation 
of the Geneva wool fabric reservation in the American woolen indus- 
try is the chaos and dislocation it has produced among American 
importers, among American users, American retailers and the Amer- 
ican clothing industry. This is what it is. It is that that does it. 
That is the primary objection to it. 







Now I could see if the woolen position had never changed, that 
you might do it, but if you look at it, if we had a wool fabric tariff 
quota in 1948, the year of the trade agreement, and you know how 
much smaller our population was then, the wool fabric quota would 
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have been in excess of 20 million pounds instead of 14 million pounds 
today. 

ed it is unthinkable, in my view, the unfairness of the U. S. 
Government, unfair to its American importers and users, unfair to 
the people of Britain and Ireland and other countries that cannot 
say a word, to say we are going to disregard what Du Pont and Union 
Carbide have created and other companies of that sort, and we are 

ing to implement that trade agreement as though this thing never 

appened. 

Son today if you just take that ratio of 4.7 percent per capita, 
9.2 percent per capita today you would readily see that if there were 
a wool tariff fabric quota today, there would never have been this dis- 

lacement of wool, we would be having 25 million pounds at least. 

ow this same woolen manufacturing industry are the ones who are 
making these cloths out of these other fabrics. Why should this nar- 
row construction of a 10-year-old obsolete provision, and I say delib- 
erately it is obsolete in the light of economic conditions that have 
developed, it is obsolete in the light of the many other means provid- 
ing American industry to get relief from alleged competition which 

did not exist in 1947, and I think it is unthinkable to disregard these 
two factors, particularly in the light of the fact that demonstrably 
it has done very little good for anybody, that I can see, except hurt 
these people’s customers, hurt the American importers, and certainly 
why we did it is not understood in the streets of Dublin or the streets 
of London or the streets of Rome. 

And I just think, gentlemen, really with so many tools at our beck 
and call, and if they are not enough your Congress can create some 
more through your recommendations, why this 10-year-old obsolete 
provision should be trotted out with its destructive and dislocating 
effects, is really something we have never understood and we still do 
not understand it. It is not understood here, it is not understood 
abroad, and today with the Japanese volunteering a quota and this is 
what these people have asked, they say, “Japanese woolens have hurt 
them, why not end the thing.” Give it a year’s trial. Suppose by 
chance an extra half-million yards of cloth should enter the United 
States. What does that have to do, or even 2 million against 257 
million linear yards. What does it have to do with it? 

And on top of it, the thing that I just cannot understand is this total 
disregard of the fact that there is no such thing as American woolen 
industry today, it is American multifiber industry. Honestly, this 
implementing of the Geneva wool fabric reservation, believe me, Mr. 
Chairman, is like trotting out an obsolete blue law written at a time 
when social conditions and social thinking in our country were differ- 
ent than they are today. It is that kind of a thing, and really, I 
cannot recommend too highly to you that you suggest to the President 
of the United States his prompt absolution, and see how a year under 
the Japanese quota works out. 

_If that is not enough, the President of the United States has the 
right, and I indicated, under the law passed by the 84th Congress, to 
negotiate a trade agreement with Japan for further limitations, if 
par are required, and I do not think they will be. 

enator Pastore. Senator Thurmond? 
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Senator Taurmonp. Mr. Chairman, we have taken a long time with 
this witness. I just have a question here I would like to ask him. 
Which country manufactures woolen cheaper, Great Britain or Japan? 

Mr. Smiru. Japan. ; 

Senator Tuurmonp. I understood you to say that it was immaterial 
to Great Britain how much Japanese woolens came into this country ? 

Mr. Smirn. I do not say to Great Britain, I am talking to the Amer- 
ican importers and in practice, Senator, we have found that the Japa- 
nese imports are not materially affecting the demand of the American 
clothing industry and American retailers for British fabrics for the 
very good reason that the demand 

Senator Tuurmonp. Let me ask you this—no use going into long 
answers. 

Mr. Suiru. I will give you a short one. 

Senator THurmonpb. We have to consider time here to a certain ex- 
tent. If Japan manufactures woolens cheaper than Great Britain, 
why would it not make a difference to Great Britain how much Japan 
sends in here, if you are competing for the market, too? 

Mr. Sairu. For the very good reason we make different woolens, 
different worsteds of higher priced, or distinctive design, and that is 
br demand that is traditional and continues to exist in the United 

tates. 

Senator Taurmonp. Thank you. Now there is another question 
I want to ask you. Mr. Honig stated this morning that if a person 
in Great Britain or Japan or some other foreign country wanted to 
buy American goods, that he would first have to make application 
to the national bank of this country to allow him to buy such goods 
from the United States. Secondly, that the national bank would 
then refer this application to the organization or committee of the 
woolen textile industry and in 100 percent of the cases, the decision 
would be to refuse the import of such goods with the simple com- 
ment, “There is no need for such goods or there are insufficient dollars 
for the purchase.” 

Now, what do you say to that ? 

Mr. Smirn. I would say it is undoubtedly true that in some coun- 
tries of the world there is a consistent dollar shortage for the very 
good reason that the United States through its tariff barriers refuses 
to buy enough of their goods to earn the dollars to pay for it. When 
there is such a dollar shortage caused by an imbalance of trade between 
the two countries, it is normal to protect your currency and the eco- 
nomic stability of that country to require an application to see if 
they have the dollars to pay for it. If the man will take local cur- 
rency, he does not have to apply, but if he needs dollars and that 
particular country is short of dollars because it has an imbalance of 
trade with the United States, what is it to do? It has to allocate 
it according to need, and this is something certainly I am sure your 
committee would support, would rather have healthy countries abroad 
than unhealthy ones just to subsidize our own exports. 

Senator THurmonp. You agree his statement is correct ? 

Mr. Smiru. It is one of those statements you cannot answer “yes” 
or “no”. Isay that in some countries of the world 

Senator Tuurmonp. What about Great Britain ? 

Mr. Smiru. I rather doubt that there is any limitation, but there 
I just do not know, but I will be glad to try to find out. 
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Senator Tuurmonp. Would you find that out for me? I would 
like to know about it concerning Great Britain and I would like the 
same information about Japan, or any other country that is sending 
goods to this country. 

Senator Pastore. We will get our staff to get that. 

Senator Tuurmonp. Now if that is true, then the inevitable result 
is that other countries are protecting their industries and that we 
are not doing so. 

Mr. Smiru. I would say that is not correct, Senator. I once made 
an analysis of import limitations in most countries and I found on 
the whole there was less protection of textiles, certainly, I know much 
less in Great Britain than there is here, and I would like to suggest. 
Senator, to point out that there is between the United States and 
the United Kingdom a very sharp imbalance of trade, but so far as I 
know today, there are no restrictions in imports of woolen to the 
United Kingdom. I mean, that is my recollection. I will look into 
it, but I would point out to you that it is very important to us to 
continue to foster imports if we want to sell the goods that are ex- 
ported from your own State to these countries. I am quite sure I am 
correct on this. You will find that there is no restriction on the impor- 
tation of woolens. 

I know that Italian woolens are flowing into England. I know 
Japanese woolens are flowing in. Maybe ours are higher priced, but 
I do not believe there is anything to prevent it, but I will be glad to 
check it for you. 

Senator THurmonp. Unless you know, there is no use to try to 
answer. 

Mr. Smiru. How I know, I know Italian and Japanese woolens 
are flowing freely into that country. 

Mr. Honic. May I add something to this point, please ? 

Senator Pastore. Well, Mr. Honig, I am afraid we are going to get 
into debating an issue here. 

Mr. Honie. Just two words. 

Senator Pastore. All right. 

Mr. Honica. I would like to add to my statement that also in domes- 
tic currency you cannot import to this country any goods even if you 
would sell in pound sterling or French franc or Italian lira, you can- 
not get import license. 

Senator Pastore. Dr. Miernyk would like to ask a question of this 
witness. 

Dr. Mrernyx. I just raise one point. You repeatedly stressed the 
fact there is no wool industry left in this country, that it 1s a multifiber 
industry. 

Mr. Saitu. I call it a multifiber industry. 

Dr. Mrrrnyk. A very important segment, namely, the wool yarn 
industry is still concerned with 100 percent wool, and yarn manufac- 
turers have testified that they too, have been injured by imports. 

Mr. Smiru. I regret to say I am not well informed on the yarn 
situation, but the fabric one, but I would agree with you in this sense. 
I would not suggest for a moment that there does not exist manufac- 
turers who continue to make even a major proportion of plain woolen 
goods, worsteds, even though making other fabrics. I simply suggest 
that the trend in the industry is that itis a multifiber industry. If you 











1338 PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


take our great leaders in the industry, J. P. Stevens, Deering Mill, 
Inc., Textron, people like these, these are all multifiber industries, 
They have one plant doing this, another plant doing that. I am sure 
you have found, Mr. Chairman, in the last 10 years this direction of 
multiple holdings of mills by a few large manufacturers. Burlington 
is another one. 

Senator Pastore. Any further questions. 

(There was no response. ) 

Senator Pastore. Thank you, sir. 

Mr. Hirp. My name is Samuel Hird. Earlier in Mr. Smith’s testi- 
mony he referred a number of times to a new manmade fiber—Kodel. 
I think perhaps he conveyed the impression that the stores were 
loaded with it. I would just like to state for the record that we have 
not been able to get a pound of it to experiment with. We are 
worst. 1 manufacturers. 

Senator Pasrore. Our next witness is Mr. Frank Leslie. 


STATEMENT OF FRANK LESLIE, LESLIE CATLIN & CO. 


Mr. Leste. Mr. Chairman, my name is Frank Leslie, I am pres- 
ident of Leslie Catlin & Co. We are selling agents for cotton mills, 
I want to offer an explanation as to why we do not have a prepared 
statement. This presentation is in the nature of an exhibit. 

Senator Pastore. Is this the exhibit? Do you want it in here now? 

Mr. Lestiz. We think perhaps we can show it better where it is. 

Senator Pastore. I just wanted to know. I was curious. I have 
a flair for dramatics myself. There is not a man in public life who 
has not, and I was trying to find out if somebody was outdoing us 
here on the dais. [ Laughter. | 

Mr. Lest. Our purpose here is to present a short exposition on 
textiles and show you some of the end products, each a product of 
research by private enterprise, and a brief description of their styling 
and utility. 

We have tried to be selective rather than to be inclusive, and to 
present a cross section rather than a survey. 

I have three colleagues with me who, like myself, are textile sales- 
men, and they will make their presentations in the same way as they 
show their wares in the routine of the day’s business. 

If I may, I would like to introduce my colleagues who will appear 
in order. Mr. Chornyei of the Bradford Dyeing Association. Mr. 
Allen Look of Wellington, Sears & Co., and Mr. Swarzenbach of 
Swarzenbach Huber. Mr. Swarzenbach is also chairman of the 
ACMI Committee on Man-Made Fibers and Silk. 

Now there are two points that we would like to emphasize. The 
first one is that the textile industry gives the consumer more value, 
in terms of today’s dollar, than any other industry. 

The second one is that the textile industry in its technology and 
merchandising is efficient, imaginative and aggressive. 

Now of course on the first point, we have no intention of trying 
to overwhelm this committee with any mass of statistical data. We 
think that the cost-of-living index tells the story plainly enough and 
requires no embellishment from us. We have used this theme in 
some of our advertising, and I would like to offer for the committee’s 
perusal a few examples of a series that is being run. The first one is 
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entitled “When Is a Yard 108 Inches Long?” And the story is a com- 
parison between textiles and a quart of milk. It explains that a 
quart of milk sold for 21 cents in 1948, and today in New York City, 
the price is 30 cents. And the quality is exactly the same as it was 
10 years ago, whereas 10 years ago one of the standard print cloth 
constructions brought 1714 cents a yard, and today the price is lower 
by 4 cents. And the quality is better than it was 10 years ago. 

The deduction drawn is that milk is up 9 cents and cloth down 
4 cents. Compared with milk, the buyer is actually getting these 
textiles at 4 cents a yard. 

We have made the same comparison with automobiles and also 
with typewriters, and there are more in the series which have not 
yet been printed. 

Senator Pastore. What is the point you seek to establish by the 
comparison ¢ 

Mr. Leste. Simply this, that the textile industry as I have said in 
the first point, gives more for the dollar today than any other in- 
dustry, at least any other that we know of. 

Senator Pastore. In other words, if there is anything wrong with 
the decline of the textile industry, it cannot be chargeable to manage- 
ment or to the people producing the articles? 

Mr. Leste. I would say so; I think that is a reasonable assumption, 
sir. 

Senator Pastorr. I merely wanted to get the point on the record. 

Mr. Lesiie. Now on our second point regarding our technology and 
efficiency, my three colleagues will carry the main exposition, but be- 
fore asking the first of them to appear, there is one point I would 
like to mention because I have a little expert testimony, so to speak, of 
my own. 

I happen to be president of a print-cloth mill which has 1,900 looms. 
It runs on print cloths or plain cloths which involves one of the 
simplest and least complicated forms of textile manufacture. Print 
cloths, in a sense, are the canvas on which a wide variety of styling 
and finishing are projected. Now many people have the idea that a 
print cloth mill is like a stamping machine in which cotton is put in 
at one end and goods taken out at the other. And while this may 
have been true 30 years ago, I would like to describe briefly how the 
impact of the technological change of new finishes and new uses and 
new styling has affected one of the simplest and least complicated 
forms of textile manufacturing. 

Now our mill, which we say is no more than an average print-cloth 
mill, with average efficiency and average costs, today makes six basic 
constructions with a vast number of variations on each. When the 
mill was built in 1916, it ran 1 construction, 1 warp, 1 filling, 2 yarn 
numbers. Today, the variations, depending on the style changes and 
new finishes are innumerable. 

Now this average print-cloth mill has a laboratory with $50,000 
worth of equipment and 4 technicians, and as nearly as we can tell 
from our competitors, this is no more than standard equipment for 
any average efficient print-cloth mill. 

he job of the lab is not only to check the daily maintenance of 
quality control over all processes, but to experiment continuously with 
new constructions and to work on the solution of new textile problems. 
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For example, a new style change that calls for a particular new finish 
may require in one particular instance, a certain evenness of yarn, or 
a wash and wear finish may have requirements for greater tensile 
strength in the filling, and so involve a whole clrange of yarn numbers 
in the construction. And nearly always the change may have to be 
made without adding to the price of the cloth since the garment will 
eventually have to meet a certain retail price range. 

Now this is not to claim anything extraordinary for print-cloth 
manufacture, but merely to point out that one of the simplest textile 
operations has technological standards which, in their way, are com- 
parable to that of most any other kind of modern manufacturing. 

Now if I may, I would like to introduce at this moment, Mr. Ernest 
Chornyei of Bradford Dyeing Association, who will make a statement 
and present an exhibit on textile finishes. 


STATEMENT OF ERNEST CHORNYEI OF BRADFORD DYEING 
ASSOCIATION 


Mr. Cuornyrer. Mr. Chairman, as mentioned, my name is Ernest 
Chornyei. I am vice president in charge of sales of the Bradford 

eing Association, which company has a large diversified textile 
finishing plant in Rhode Island. I am also a member of the executive 
committee of the National Association of Finishers, which body I am 
ae here this morning. 

n my short talk I would like to review the research and technologi- 
cal developments achieved by the textile finishing industry during re- 
cent years. Our company is representative of very many commis- 
sion dyers and finishers in this country and our production probably 
equals 1 to 2 percent of the national output. We employ approxi- 
mately 1,000 people in our laboratory. 

In our laboratory we have 22 technicians who spend their time on 
research development and quality control. Eight people of this staff 
are strictly on research and development. While I will talk mostly in 
terms of what we have accomplished, I know that everyone in the 
entire industry has kept abreast of these developments and we are all 
proud of our eee 

In my opinion, the greatest achievement in recent years has been 
wash/wear, which commenced with manmade fibers. May I state at 
this time that the manmade fibers do have an inherent characteristic 
of good shape retention. 

I have here garments, the one on my right is a white Dacron and 
Orlon, and the gray suit is Dacron and rayon. These are wash/wear 
items. 

These were followed by blends of manmade fibers and cotton such 
as Dacron and cotton, this [indicating] is a blend of 65 percent Dac- 
ron and 35 percent Pima cotton. It is an intimate blend of both 
warp and filling and more recently, we have developed a resin finish 
on cottons which provides excellent wash/wear characteristics. These 
characteristics are measured by smoothness after washing and dry- 
ing. And I have here 2 cotton shirts, 1 finished with the resin, and 1 
without. Both of these garments have been washed. Please note 
that the one without resin finish has a very roughlike appearance. 

Senator Pastore. Could I interrupt you for a question? On that 
shirt that you say was 65 percent Dacron and 35 percent cotton, what 
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is the virtue of that mixture? I mean, for the record. Is it better 
than 100 percent cotton, is it cheaper, does it wear better, does it wash 
better? Tell us what the characteristics about it are that are of a 
virtue to the consumer? 

Mr. Cuornyet. It has Been found through research that a blend of 
65 percent Dacron and 35 percent cotton turned out to be the optimum 
blend for best wash/wear characteristics commensurate with comfort. 
During the period of research many blends were tried such as 60/40, 
50/50, 80/20, and so forth; 65/35 gave the best wash/wear properties 
commensurate with comfort. 

Senator Pastore. Well now, explain that a little further. Now if 
you want to do a little job here for the housewife of America—I mean, 
you boys are dramatizing this thing, let us get it down to the common 
denominator here. 

When you say wash/wear, you mean it is easier to wash ? 

Mr. Corner. Wash/wear? May I have that again, please? 

Senator Pastorr. You said that it is the best combination for 
wash/wear and comfort. 

Mr. Cuornyett. That is right. 

Senator Pastore. Say that as though you were selling me the shirt. 
Now what does that mean ? 

Mr. Cuornyetr. The characteristics of the wash/wear are meas- 
ured by smoothness after washing and drying. 

Senator Pasrore. You mean the looks of it? 

Mr. Cuornyet. The looks of it. I mean it requires no ironing or 
very little ironing. 

Senator Pastore. I see. 

Mr. Cuornyet. I will come to that in a minute. 

Senator Pasrore. You are going to explain all this? 

Mr. Cuornyet. Yes, sir. We also have such things as cotton twill 
in a wash/wear finish. I am sure that our boys in the armed services 
will appreciate the minimum care that this garment [indicating] 
will require with this finish as compared with one which requires 
a lot of ironing. 

Wash/wear finishes have had terrific acceptance by the American 
housewife because of its ease of care properties. Instead of a house- 
wife having to spend 10 to 20 minutes to press a shirt or dress or 
any other garment, now only the fastidious spend a few moments 
with a touchup iron. Currently our industry is investigating a new 
finish called Belfast. This is a chemical application without the use 
of resins and I happen to be wearing a Belfast shirt which I washed 
last evening and put on this morning without any pressing whatso- 
ever. 

Senator Pastore. How does it feel ? 

Mr. Cuornyet. Wonderful. [Laughter.] 

How does it look ? 

Senator Pastors. It looks good. [Laughter.] 

Mr. Cuornyet. This is all cotton, in case I did not make that clear 
to you. 

enator Pastore. That is all cotton? 

Mr. Cuornyet. This is 100 percent cotton. 

Here are some exhibits that will illustrate what our industry is 
able to do with a print cloth fabric. Through technological improve- 
ments, we have upgraded this fabric to a great degree. Here is a 
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print cloth in the greige, and here are 11 durable finishes applied to 
this same greige construction. I am not going to go through them 
individually. Incidentally, these are, as mentioned, all cotton, they 
are resin finished and given mechanical applications. I would like 
to leave these with the committee if they sotlesire. 

Senator Pasrore. Anything you want to leave is all right with us. 

Mr. Corn Yet. Another ac complishment of our industry is a coated 
fabric which is called Milium. This is processed by applying a 
metallic coating to one side of the fabric which gives it excellent in- 
sulation qualities. 

For example, this coat [indicating] is lined with Milium and it 
looks like this. That isa metallic coating. 

Senator Pastore. What does that do again, keep it warm ? 

Mr. Cuornyet. This is processed by an application of metallic 
coating to one side of the fabric, which has excellent insulation 
value. It reflects heat. When used in draperies, for instance, it 
keeps the house warmer in cold weather, and cooler in the warm 
weather, much the same as house insulation. The coating is on this 
side [demonstrating]. 

Through our research and cooperative research, many finishes have 
been developed for our Armed Forces. For example, we are currently 
engaged | in research work with the Quartermaster in Natick, Mass., 
where we are see king a durable fire retardant finish which will be ae- 
cumtabie: to the Quartermaster and also by private industry, that is 
practical for plant operations. We are constantly seeking to improve 
water repellent finishes through the use of resins; Zelan, and so forth. 

Development work is also being done in the field of mildew proof- 
ing. Under the auspices of the ACMI’s manmade fiber division, 
I happen to be a member of the Government Fabrics Committee, 
which is actively engaged in research on parachute fabrics and dur- 
ing the past years, we have visited Wright-Patterson Field on several 
occasions. It would be worth your while, gentlemen, to contact these 
Government research centers to see what our industry has accom- 
plished for them. 

The textile dyers and finishers have contributed materially to the 
development of new textile fibers. These fibers will be mentioned by 
Mr. Swarzenbach a little later. The role of the dyers and finishers 
in these developments has consisted of finding proper techniques for 
applying dyestutis which are practical to our industry and which 
will serve the end use intended. Until the finisher is able to dye these 
fibers, the yarn people will not put them into production. 

In the field of dyeing, important developments have taken place, 
most outstanding of which is fiber reactive dyes. These dyes have 
brightness, as you will note, with good fastness, which has not been 
obtained heretofore. Prev iously we have also been able to get bright- 
ness but they have been lacking in light fastness or wash fastness or 
some kind of fastness. 

Senator Tuurmonp. Can those be washed, you say, without losing 
the dye? 

Mr. Cuornyer. These give us brightness with good wet fastness, 
light fastness, and so forth. Does that answer? 

Senator THurmonp. They can be washed ? 

Mr. Cuornyet. They are washable. 
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Senator TuHurmonp. Without losing the appearance or destroying 
the appearance ? 

Mr. Cuornyet. Without losing the depth of shade. 

All of these developments have been achieved by our indust 
through our own research and the cooperation of various researc 
organizations such as the American Association of Textile Chemists 
and Colorists, American Association of Textile Technologists, Tex- 
tile Research Institute, Institute of Textile Technology, Southern 
Regional Laboratory of the Department of Agriculture, and the re- 
search departments of textile schools. 

Gentlemen, thank you very much for listening to my story. 

Senator Pastore. Thank you very much. 

Mr. Lestuiz. Mr. Chairman, before asking the next speaker—— 

Senator Pastore. (interposing). May I ask him a question? Now, 
again on that point, you a out your shirt which is 100 percent 
cotton and it has a special finish that means you do not have to iron 
it. Now then, you showed us another shirt there that had a combi- 
nation of 65-percent nylon and 35-percent cotton. Now, why is the 
shirt you have 100-percent cotton and the other one 65-percent nylon. 
What is the virtue of dacron ? 

Mr. Cuornyer. That was dacron. The concept of wash/wear com- 
menced with manmade fibers. At first, the industry started off with 
100-percent manmade fiber fabrics. Then it was found that they were 
rather uncomfortable, they do not pick up the moisture, therefore, you 
do not get the transference of moisture non your body to the fabric 
to the atmosphere. In other words, you have to have evaporation for 
comfort. Therefore, the industry decided to look into blends of man- 
made fiber with cotton. Well, of course, the cotton boys weren’t 
asleep. They felt they would have to come out with something, and 
through research, cotton finished with fibers gives a chemical resin 
with excellent wash/wear properties. 

Senator Pastore. Now, is the same shirt that is 65-percent dacron 
and 35-percent cotton more expensive than a shirt that is 100-percent 
cotton ¢ 

Mr. Cuornyet. I would say that the manmade fiber blended with 
cotton is slightly more expensive than the all cotton. 

Senator Pasrore. Therefore, the purpose is to achieve 100-percent 
cotton and yet get into the field of washability without ironing? 

Mr. Cuornyetr. That is right. 

Senator Pastore. And it is more comfortable? You say an all- 
cotton shirt is more comfortable than a combination shirt ? 

Mr. Cuornyet. Now you are putting me on the spot. [Laughter.] 

Senator Pastore. Well, you are wearing one, that is why I asked 

ou if it was comfortable. You were anxious to ask me how well it 

ooked. 

Mr. Cuornyet. Well, sir, I will say it is comfortable and so is a 
dacron and cotton. Actually, the dacron and cotton is in a higher 
classification, it is like one chap pays $22.50 for a pair of shoes, and he 
is happy, and another one pays $16.95 and he is happy. They fall in 
their respective categories ¢ 

Senator Pastore. Will it last longer? 

Mr. Cuornyet. Which, the more expensive one ¢ 

Senator Pastore. I mean the combination ? 
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Mr. Cuornyet. I would say the combination has a longer life than 
the all-cotton with the resin finish. 


Senator Pastore. In other words, what I am trying to find is 
whether or not the trend is going to be toward combination and 
blends or whether it is going to e all cotton. 

(Discussion off the record.) 

Mr. Leste. Mr. Chairman, if I may add a word to the discussion 
that you have just had, as you know, there is a lot of rivalry and com- 
petition between the fibers, and speaking for the wholly cotton peopl 


which I represent, we are trying to get that 65-percent dacron out o 
there. 


Senator Pastore. I mean is it economic? 
Mr. Lest. The point I mean to raise, the reason Mr. Chornyei 


made is on the spot; Mr. Chornyei is a finisher who finishes for 
everybody. 


Senator Pastore. Oh; I see. 
Mr. Leste. If I may continue, sir, we would like to leave here a 


short item on developments in bedsheets, which has been very 
considerable. 


Senator Pastors. It will be made a part of the record. 
(The statement is as follows :) 


Ten years ago a bedsheet was generally considered an undergarment for a 
bed. Sheets were offered in white only, made from about 3 yards of material, 
with a hem at each end to hold the yarns in place. There was no demand 
on the part of the buying public for any different kind of sheet. Through re- 
search and product development coupled with aggressive packaging, merchandis- 
ing, advertising, and sales promotion, the bedsheet industry has been completely 
changed. Any sheet manufacturer who was not wide awake to the industry 
changes would have seen his market shrink to less than one-fourth its 1948 
size, and he would no doubt be out of business. 

Let us enumerate a few of the important changes brought about by industry 
research and development. 

(1) In 1949, only 13 percent of the bedsheet yardage was combed yarn fab- 
rics. By 1957 the industry had increased this to 37 percent. 

(2) Colored sheets were developed in 1949. By 1957, they accounted for 23 
percent of the business at retail. 

(3) Fitted sheets developed in 1951. By 1957, they accounted for 32 percent 
of the business at retail. 

(4) 1955, candy stripes; 1956, multistripes. 

(5) 1958, no-iron sheets produced by the industry under two processes. 

New sizes have been continuously added by the industry. Sheets are made 
as large as 9 feet wide and 10 feet long. 

Gift sets, as a result of market research figures, inJustry has moved broadly 
into the marketing of gift packages in a wide assortment of styles, colors, and 
price ranges. 

During the last several years, so-called fashion sheets of various types have 
appeared and their production is growing steadily. They include fancy hem 
treatments, allover hand-screen printed sheets and a wide assortment of decora- 
tor items. 

In addition to these successful products in merchandising developments, a 
tremendous amount of research has been done on items which have not been 
proved better for the consuming public, and therefore, have not been mar- 
keted successfully. They include sheets with metallic stripes, nylon tricot 
sheets, blends of cotton and various synthetic fibers in many combinations. 

The development of packaging and merchandising aids have moved just as 
fast as the product research and development. Many things have been done 
to make the product fresh and attractive on the retail counter and to assist 
the retailer in his warehousing and inventory problems. 

During all this development, competition in the industry has been keen. 
In spite of wage increases and increases of material costs at almost every turn, 
the industry has worked for the benefit of the consumer with constant process 
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meerovoment and production efficiency. Sheets are priced lower today than they 
"eThe bedsheet industry has not been asleep on its sheets. 
i sheets and pillowcases the industry used 535,600 bales of cotton in 
1957. 

Mr. Leste. Also, here are a few examples of styling and packaging 
and we would be very happy to leave these. 

Senator Pasrore. Tell us something about it. ; 

Mr. Lest. For example, here is a bathroom set with matching 
hand towels, bath towels, and shower curtain. All this is an example 
of styling. 

Senator Pastors. How about the towels? ‘ : Y 

Mr. Lestie. The story of the towels is mostly in packaging, styling, 
and color blending. They come in colors, stripes, and prints as do the 
sheets. All of the various developments that have taken place in 
towels and sheets are mentioned in the short statement we have left 
with the committee. 

Now, if I may, I would like to call Mr. Allen Look of Wellington & 
Sears, who will speak on industrial textiles. 


STATEMENT OF ALLEN LOOK OF WELLINGTON & SEARS 


Mr. Loox. Mr. Chairman, Senator Thurmond, ladies and gentlemen, 
I would like to direct your attention, if I may, in the time allotted me, 
to just a few of the less well known uses of textiles in industry. 

In other words, what I am going to try to do is to speak to you on 
behalf of that segment of our industry which is engaged in the devel- 
opment and production of textiles for industry uses. 


These fibers are well known to all of us as clothing and household 
fabrics. However, they are used in conjunction with other material, 
many of which are so well known that — are taken for granted now 


without anyone even suspecting that textiles are their real and under- 
lying support. And this is true even though it is only in very recent 
time that textiles have been recognized and accepted as an important 
engineered item for industrial uses. 

s a matter of fact, every item we are going to see here in a minute, 
with 1 or 2 exceptions, have all been developed by the industry within 
the last, oh, approximately 10 years. 

Now I would like to start with what has been called the first indus- 
try fabric in the United States, that is, cotton duck. I would like you 
to see some of the adaptations that the industry has made in various 
modern usage. Here is a piece of cotton duck, so you all know what it 
looks like in the grége. We have here playsuit sets for father, daugh- 
ter, mother, and the whole family, including a raincoat and rain hat 
and other accessories. Now if I had been half as smart as Brother 
Chornyei—and I always thought I was—I would have rigged out in 
one of these myself before I started talking. 

Senator Pastor. Then the exhibit would have been complete. 

Mr. Loox. We come now to some real industrial uses of cotton duck. 
Here is a gear wheel, that happens to be a worm gear, and they make 
all sorts of gears which are broadly used in machinery where weight 
isa factor. There is a shuttle that is made from cotton duck. 

Senator Pastore. Let me see that, will you? 

Mr. Loox. Surely. The shuttle or the gear? 
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Senator Pastore. Both. 

Mr. Loox. Here is a section of link belt, so-called driving belt, and 
the supporting fabric is cotton. Then we come to manmade fibers— 
rayon, glass, nylon, and Dacron, just to mention a few—and I would 
like to emphasize right at this point that the textile industry has no 
desire to take any credit whatsoever from the chemical industry for 
the development of these so-called miracle fibers. However, I want 
to make it equally clear that it is true that it is through the research 
and know-how and skill of those in our industry who are engaged in 
the production of industrial fabrics, that these manmade fibers have 
found and are finding their ever-increasing places in American indus- 
trial uses and products. 

A skein of nylon yarn or 100 pounds of Dacron staple would be of 
no use to you, obviously, until the industry had processed it. Now I 
would like you to take a look at some of these uses of fabrics made 
from the miracle fibers which are being utilized today. I hope you 
can see these blowups. 

a Those [indicating] are the raydomes on the Texas Tower off Cape 
od. 

That [indicating] is a water tank, which is, as you see, collapsible 
once the water is out; capable of being rolled up and shipped every- 
where. These are new lightweight tarpaulins. 

Here [indicating] is another one, that chair is fabric backed coated 
material. The industry buys the material and coats it. 

There is a polar rescue suit. A lot of protective gear that is worn 
by the armed services and elsewhere is made out of these new fibers. 

There [indicating] is a thing I wish you could see. That is called 


a geodesic tent, which is collapsible for airborne conveyance. That 
is one of those warehouses that are inflatable, that are built out of 
nylon-coated fabric. They put 4 pounds of air pressure between the 
walls and it blows them up and makes them any size. They can be col- 
lapsed and moved anywhere. Here are circus tents and other uses 
for these fabrics. 

Here [indicating] is an on development. This irriga- 


tion pipe that they are using now. They are still experimenting with 

it, but they have gone far enough so that it is actually in use in some 

places. As you can see, they can roll it up and move it from field 

- +e as they want to use it, and it conserves water and saves digging 
itches. 

Now the first thing I brought here (referring to a lady’s slip) I 
think you all know about “ some of the younger members of the 
committee might be normally more interested in what goes into the 
garment than how it is made. 

Senator Pastore. I would not discriminate against the older mem- 
bers either. [Laughter. ] 

Incidentally, has anything been tried along that line with a garden 
hose? Most people have a lot of trouble wondering what they are 
going to do with it after they use it. In collapsible things you have 

n talking about, have any experiments been made along the line 
of a collapsible garden hose? 

Mr. Loox. Oh, yes, sir. 

Senator Pastore. What is the success in that ? 

Mr. Loox. Well, I do not know, to be honest. 





PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 1347 


Senator Pastore. It would be a wonderful thing if you could use a 
hose in the garden and then put it in your pocket. 

Mr. Loox. This is an interesting thing called a grit wheel, and it 
is made from nylon, which is woven, coated, immersed in the grit 
material, and then baked. It is used extensively in the abrasive in- 
dustry. That is quite new. 

Then there [indicating] is a telephone tent for the fellows working 
upon the poles. It protects them and lets light through so they can 
see to work, and they are not in the dark and do not need any arti- 
ficial light. 

We have here a number of interesting fabrics. I wish you would 
bear in mind that each of these is especially engineered for the par- 
ticular use to which it has been put. 

This, for example, is a nylon parachute cloth for retarding planes 
on landing. 

This [indicating] is for flotation; that is, so it will float. 

Senator Pastore. Is that all nylon? 

Mr. Loox. Yes, sir. I will tell you when we shift to something 


se. 

That [indicating] is also for lifeboats. 

Here is nylon that is used in flying suits for Navy aviators, for 
protection. 

Here is some more of those water tanks. 

This is the grége material that the geodesic dome I showed you 
was made of. ‘That is nylon. 

Here [indicating] is a nylon fabric that was developed for making 
missile shelters. 

Here [indicating] is one that was developed for making the covers 
they pull over the missiles while they are standing on the pads. 

ong [indicating] is another different construction of geodesic dome 
nylon. 

This is the material for the airmail pouches. That is all nylon. 

This [indicating] is for the molded fuel tanks in planes. They 
put a molded lining in there with a self-sealing material in be- 
tween. 

This queer-looking fabric is actually nylon and cotton, and it is for 
bicycle tire cords. 

This [indicating] you are all familiar with; dacron sailcloth for 
the sailboats. 

This [indicating] is an acetate accessory for electrical tape. We 
coat that and slit it and make tape. 

Here is a dacron scrim, vinal laminated for awnings and canopies 
and the like. That has tremendous life. It is light and easy to han- 
dle. This is an Arnel dust collector. 

eae [indicating] is a Fiberglas-enforced fabric for grinding 
wheels. 

This fabric is also Fiberglas. It is molded for structural parts in 
aircraft. 

Here [indicating] is an interesting one, to me anyway. This is 
Fiberglas for forming the hulls and topsides of boats. 

This [indicating] one is also interesting. This is the raw material 


for Fiberglas fishing rods. 
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I do not want to bore you gentlemen with all this, but I am just 
trying to give you an idea of the scope of research in industrial textiles. 

ere is an interesting thing, it is chafer tape, rayon chafer tape, goes 
from here to here [indicating] in this tubeless tire, and if it were not 
for that tape in there, we could not have the tubeless tire because the 
air would leak through where it chafed on the rim of the wheel. 

Now there is one of our old cotton duck conveyor belts. And here 
is another one, and you can see how much thinner it is, made out of 
high-tenacity forest | rayon. It is considerably lighter. It has a 
longer life and has more strength and does not pick up heat the way 
cotton does. That was quite a problem. 

It is also used in tires and other items. 

Now we come to a fairly recent development in the industry. This 
[indicating] is nonwoven fabric, and it is used chiefly by the coating 
industry as supporting fabric for the artificial leather, and such 
things. 

It is also used for making these so-called desiccant bags. Now these 
bags are sold to industry and they are filled with a desiccant chemical, 
and are used, for example, in war vessels to be laid up. The chemical 
absorbs moisture. One of those rides in every plane with electric gear 
to keep the moisture out of that. 

Here is a new one. It is about 5 weeks old. It is that same non- 
woven fabric which has been coated for a wall covering. It has been 
accepted and it is doing a good job. 

Senator Pastore. Is that washable ? 

Mr. Loox. Yes, sir. 

I would hate to close without mentioning one thing which was 
always of interest to me in new developments of fibers. I hope it is 
something that none of us in this room ever have to use, but as you 
know, no doubt, fabric is used and is in use as artery walls in human 
beings where, either due to organism in the artery or deterioration of 
the artery walls, they take out the infected section of our own artery 
and put in the little fabric sleeve which has been engineered with the 
utmost care, of course, for that purpose. 

Senator Pastore. And how successful has that been ? 

Mr. Loox. That has been very successful, Senator, so far. They 
have known of no failure. The thing that apparently the surgeons 
are all worried about is the stitches pulling. ‘They fold it over [indi- 
cating] fold the artery over, lay it on and fold it over, and then sew 
across the fold and it has held to date so far as anybody has any record. 
There has been no record of any failure. 

Also, research and experimentation is well along on the use of 
fabrics made from the miracle fibers, as a substitute for a defective 
valve in the human heart. And also for replacement of other human 
tissue. Now, how big a field that is, we do not yet know. They are 
just getting into it. The surgeons and engineers that are working 
on it are all very helpful. 

Here [indicating] is one thing I would like to show you. It isa 
screen that is made from Fiberglass. It is used extensively, as you 
probably know, by the Armed Forces. It is being used in homes. 

Mr. Loox. This is a radar housing on a plane, which is made of 
Fiberglass. This is printed circuit out of a Univac. 

Here is the tip of an airplane wing. 
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I would like to say, sir, in closing, that what we have seen here is a 
limited exhibit of textile mill products that were not available 10 
years ago. We would not have them today if it were not for the 
research and development facilities that our industry must continu- 
ously carry on to make more and better fabrics for more uses and to 
thus capture a bigger segment of our American industrial life. 

Thank you very much for your attention. 

Senator Pastors. Thank you, sir. 

Mr. Leste. If I may, I would like to introduce Mr. Robert Schwart- 
zenbach, who is also chairman of the ACMI committee on manmade 
fibers and silk, who will make a presentation. 


STATEMENT OF ROBERT SCHWARZENBACK, OF SCHWARZENBACK 
& HUBER 


Mr. ScuwarzenBack. Mr. Chairman, Senator Thurmond, I repre- 
sent a small but very old mill organization. We specialize in the 
manufacture of synthetic fabrics destined for the apparel, decorative, 
and industrial trades. In the main, we process filament yarns. We 
also operate a throwing unit for our own weaving requirements as well 
as for the sale of thrown, bulked, or stretched yarns to outside weav- 
ers and knitters. 

My task is certainly not as glamorous as my colleagues herebefore. 
We are basically in the apparel and decorative trade. I would like 
to point out, however, that a small company has to be on its toes these 
days, that we continuously have to make new products and variations 
of old products in order to stay alive, and I do feel that the industry 
has done its job in that respect, 

I would like to point to some of the developments that have taken 

lace within a small organization, our own here, which I know 
intimately. 

The company is 139 years old, yet we do not operate a single 
machine more than 12 years old. 

In the last 10 years we have been able to increase productivity per 
man and hour fourfold. In other words, we can turn out 4 times as 
much per man-hour today as we did 10 years ago. In the same time, 
the average wage in the mills has approximately doubled. I would 
then like to point to the fact that constructions which we still are 
selling today, which we used to sell 10 years ago, which is rare, are 
selling to as low as one-half the price we received 10 years ago. 

I just point this out to show how a mill organization today, even a 
small one, has to be reinvesting in new machinery and be continuously 
on our toes if we want to stay in industry. 

I will say a few further words about these developments in a min- 
ute; my point here being that though small, we must be considered as 
typical of our industry. What we have been able to accomplish has 
undoubtedly been duplicated manyfold by the large, powerful organi- 
zations that make up the leadership of our industry. Also, I wish to 
remind you that I speak only of what I know intimately, that which 
we accomplished in our own organization. The items I will show you 
are all made of our own fabrics or yarns. None of them could, how- 
ever, have been duplicated 10 years ago. 

I bring you as a first example, a solution-dyed-filament garment. 
The basic fiber is acetate. What is new and different is the introduc- 
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tion of pigment into the fiber before the fiber is spun. This idea of 
putting pigment into the spinning solution is relatively old. In spe- 
tinlined cases the process was used before World War II. Japan pro- 
ducers, however, found little general interest in this idea until our 
company spotted the advantages of a fully colorfast acetate as a 
fabric to go directly from our looms to the apparel or decorative 
cutter. On such a basis, the consumer would gain top performance at 
moderate cost. For this purpose a whole series of new manufacturing 
and merchandising techniques were developed of which a few 
examples are: 

1. Fabrics suitable for shipment directly from loom to cutting 
tables were created. 

2. Our mill facilities have been revamped in order to avoid fabric 
soiling of any kind, air conditioning, electrostatic air cleaning, 
et cetera. 

3. Techniques had to be developed to enable weaving from con- 
structive yarn packages only. 

4. A permanent finish had to be developed which could be applied 
to a warp prior to weaving. This was crucial to the success of our 
venture. 

5. There remained the major job of educating our customers to the 
fabric features gained ; no easy task by itself. 

To assist us in obtaining the speed of fabric delivery required by 
our fashion-conscious customers, we placed our weaving mills on a 
7-day, round-the-clock schedule, probably the only such operation in 
the country. 

Now, Mr. Chairman, these products [indicating] are known today 
in the market as Chromspun products, solution-dyed-acetate prod- 
ucts. They, of course, have spread across the market and are very 
popular today. I just want to point out some of the effort and ma- 
chinery investment that had to go into bringing out something like 
this on the part of our specific industry. 

A seeuul development which follows this, and which we have been 
very close to, is that of bulked filament solution-dyed fabrics. Up 
until now, we have had filament. Now we changed the physical form 
of the filament and put hoops into it and get a lofty bulky yarn. 

I have an example here in a bedspread, which is a volume item. 

Senator Pastore. How about the warmth of that? That is just a 
bedspread ? 

Mr. ScuwarzENnBack. Just a bedspread. It is also used in apparel 
uses. I would say it has insulating properties which are very good. 
Its main advantage over straight filament yarn, lightweight, bulky, 
agreeable to feel and to wear type of fabric. 

We realized that there was a demand for this type of fabric as com- 
pared to smooth filament fabric. A few years ago one of our yarn 
suppliers became owner of patents covering the bulking of filament 
yarns by way of the age Taslan process. We became one of their 
first licensees, installing experimental equipment in Luray, Va. Since 
the spinning of colored staple entails many inherent problems, we 
accepted this new process as ideally suited to our needs. What we 
were seeking was bulk per fabric pound, less deadweight. Again, 
working closely with our yarn suppliers, we developed yarns and 
fabric of a spun nature but with entirely new, often superior, char- 
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acteristics. All these fabrics are continuous filament yarns. No spin- 
ning involved. These fabrics have, within the last 2 years, become 
very popular in both apparel and decorative fields. ey, too, go 
ae y from loom to the cutting table and therefore, remain volume 
riced. 

: Now, if I may quickly just bring a third development, which may 
be, you might say, rabatily the end of this one single line of develop- 
ment, is core bulk fabric. I will not go any longer, but it is a very 
lofty bulky fabric, and one would really not believe this is not spun. 
It is not spun, but continuous filament and yet, in weight, it is even 
loftier than many spun fabrics. I think there is a tremendous future 
in synthetics by eliminating spinning, and we can get very economical 
fabrics readily with these techniques which are being developed. 

I would then like to, in the same vein, continue into stretch and 
bulk yarns of noncellulosic, nylon and dacron, which have really 
come into great volume in the market within the last few years. 

All these, Senator, are operations which we are handling in a small 
unit of the industry here, all developed within the last 10 years. 

Noncellulosic yarns, foremost among them, nylon and dacron, have 
the common characteristic of a temperature memory. Acetate and 
rayon cellulosic fabrics have no temperature. They can, therefore, be 
permanently heat set in any desired shape or form. They are thus, 
subject to a number of bulking —— impossible to apply to cellu- 
losic yarns. These extremely bulky variations of continuous fila- 


ment yarns are all new and probably still in their infancy. Every 
week the industry is creating yarns offering new fabric, possibilities 
of a far-reaching nature. I might here mention stretch yarns, such 
as Helanca or Fluflon, nonstretch, bulk ome such as Banlon of 


Saaba. Many variations exist. Every throwing operation in the 
country is working on its own version of such yarn. I have here a 
few products. Here [indicating] is the leotard which has taken the 
country by storm recently. It isa stretch garment. We have stretch 
socks, stretch stockings, bulked filament sweaters, all items which 
have recently been introduced in the market. 

Gentlemen, my time is running short. I have remained pretty 
closely within the confines of our own company’s activities. I would 
like to repeat that it represents only a fractional part of the industry. 
Its activities are limited in scope. I know, however, that our case is 
typical of the industry. Multiply our efforts in this direction a hun- 
dredfold and then you may gain a reasonably good idea of what the 
industry is doing every day. Such development work is naturally 
expensive and talent consuming. It requires continuous reinvestment 
of capital in equipment. At this very moment we are again installing 
radically new machinery, the need for which must be directly traced 
to new product development. 

In summary, many an idea is offered us. It may originate at the 
synthetic yarn producer level. Often, it comes from abroad; oc- 
easionally, we are the parent. But always it is up to us to transform 
such an idea into a commercial product. I firmly believe the Ameri- 
can textile industry has no peer in fulfilling this obligation. 

Senator Pastore. What competition do you get in foreign goods? 

Mr. Scowarzenpack. Pardon me? 

Senator Pasrorr. What competition are you getting in foreign 
goods in this field ? 
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Mr. Scuwarzensack. Foreign goods? Mr. Chairman, in our spe- 
cific field we are getting no competition. I think the reasons are sort 
of self-evident here. These things are all new and changing from 
day to day, and I firmly believe, from a technological point of view, 
our industry is superior to any industry in the world. 

Senator Pastore. Thank you very much. Any questions? 

Senator TuHurmonp. Do you anticipate any competition as time 
goes by from foreign countries in your type of goods? 

Mr. Scuwarzensack. I would say yes, Senator Thurmond, and, 
of course, we, as a company we get competition indirectly. Some of 
our competitors receive pressure in a given area, they slip maybe into 
our area, so basically, we are in these troubles as well as everybody 
else. We fully realize that. We rarely get competition directly 
from a foreign source. 

I doubt, Senator, if within the next few years we, in our particular 
field, will be getting it. Now, we do occasionally branch over into 
other fields. We are an old silk concern; our background is silk. 
Well, silk of course, today has practically been written off as an in- 
dustry in this country due to foreign competition. 

Senator THurmonp. Is it possible through your research and after 
you have developed a product, that then it will be made by other 
countries that do not do the research? Or do you know—do not at- 
tempt to answer if you do not. 

r. ScowarzEnBack. No, I think I can answer that. I would say 
in our particular case, the motion is so rapid that I doubt if we are 
going to have competition within the near future because as soon as 
we develop something, it becomes obsolete so fast we are on to the 
next point with new fibers. But I am again speaking here spe- 
cifically of our company. If you get into big operations which are 
much more stable in nature, then I think what you said, Senator, is 
absolutely valid. 

Senator THurmonp. Your product though is somewhat of a unique 
product, is it not, and not the stable product on the market from 
which our country is receiving competition from other countries? 

Mr. Scuwarzenpack. That is quite correct, Senator. Ours is not 
a typical product of the industry. 

enator THurmonp. Thank you. 

Senator Pastrorr. What do you think about Government help in 
this research field for the small operator ? 

Mr. Scuwarzensack. Senator, I would personally see no need for 
any help at the present time. I feel on the contrary, that it is our 
reason for being that we create these new ideas and we would hate 
to see it being handed down to us. We feel we should be on our toes. 
After all, that is our job to do this. 

Senator Pasrorr. And how big of an operation do you have? I 
mean in manpower ? 

Mr. ScowarzENBacK. We employ between 600 and 800 people. 

Senator THurmonp. I want to ask you this question concerning the 
Government aid, because I am interested. I want to know your reac- 
tion. Would Government aid tend to destroy initiative or not on the 
part of the companies, in order to develop and get ahead of other 
companies in this free competitive enterprise system ? 
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Mr. ScuwarzEnBack. Senator, I would fear that it would be de- 
stroyed, that Government help would destroy the incentive and initia- 
tive to do research on our own. 

Senator Pastore. Well, you do know that Government spends a 
tremendous amount of money in agriculture products to further en- 
hance other users of these products in other fields of endeavor. It has 
worked out pretty well, and I know it has been quite an accepted 
thing on the part of people in the agriculture field. 

The reason why YT tnstitin it is because there has been some men- 
tion here that we do not want to do anything to destroy initiative. 
We do not want to do anything that would substitute for initiative. 
We are speaking now in terms of research and development like we 
are doing in atomic energy, for instance, which is a governmental 
endeavor to a large part, in partnership with private industry. 

I am asking you whether or not it would be a deterent of initiative 
or whether or not it might turn out to be a help. The thing that 
we have been confronted with is that the textile industry has remained 
constant for the last 10 years, I mean, apart from this import and 
export phase of it and a great argument was made before our commit- 
tee to the effect that we ought to explore other avenues of usefulness 
of the textile industry, and whether or not industry itself is geared 
up or has other means. 

We do know this, the rate of profit is smaller in the textile in- 
dustry than it is in other facets of our economy. When your rate 
of progress is small, naturally, or course, you cannot put as much 
money into research as you would like to and the question I raise, if 
you are experimenting with peanuts and cotton and find new avenues 
of usefulness on the part of the American consumer (and that is being 
done by Government participation) what is so odious about having 
some Government participation in finding and exploring more ave- 
nues for the usefulness of textile products ? 

Do you see any deterrents there ? 

Mr. Scuwarzenpack. Mr. Chairman, I see nothing odious to me 
in it. I do not see that in our particular case it would do us very 
much good. I do feel that maybe in some broader more stable type 
of textile ie maybe it could. 

Senator Pastore. You are a pretty small operation, you only have 
600 people working for you and you think you have enough money 
for research ? 

Mr. ScuwarzenBack. I do not think it is research that is lacking 
in our particular case, Mr. Senator. 

_ Senator Pasrore. All right, sir. I was merely interested in know- 
ing. 

Mr. ScHwarzENBACK. Because we have access to a lot more re- 
search than just our 600 people. We have access to our yarn sup- 
pliers and all kinds of independent laboratories. 

Senator Pastore. Well, tell me a little bit about that. 

Mr. ScHwarRzENBACK. You see, we work in partnership with them. 

Senator Pastore. I see, you have an organization laboratory ? 

Mr. Scuwarzenpack. For instance, in the case of the large yarn 
supplier we are his customer, who is our supplier. We, together 
with him, develop a lot of new products. A lot of the products were 
developed in conjunction with one of the chemical companies. 
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Senator Pasrorr. Do you see any virtue in the Federal Government 
making certain research grants to-universities and colleges for further 
exploration of textile products? 

Mr. Scuwarzenspack. Mr. Chairman, I would say yes, because 
if we could train people and bring these people into the industry with 
sound background and knowledge, they certainly could be of tre- 
mendous help to us, or any of the others in this industry. 

Senator Pastore. You see, we appropriate a lot of money. I do 
not say that the field is comfortable. We are coming up against a 
propriations where we are advocating some kind of Government help 
in one phase or another. I am not talking about subsidy now to 
keep alive this textile industry. Now there is quite an evolution going 
on in the textile industry and we do know, and I think it is quite an 
admitted fact that it has remained constant, whereas we have had a 
tremendous development in the overall economy for the past years, 
and for some reason the textile industry has not been commensurate, 
let me say, with the development in our economy. That is a fact. 
You will admit that, will you not? 

Mr. Scowarzenspack. Definitely. 

Senator Pastore. The question arises: What has accounted for 
this? Some said it is the wearing habits and other preferences of our 
people. People do not wear the same amount of clothes as they used 
to wear at one time and they are getting into synthetics, as you said. 
Now here you are, you are developing these rather durable things 
with the use of fibers and what have you. Now, the question arises 
since we spend thousands and millions of dollars in medical research, 
and I am not trying to make the same comparison, but we realize 
that unless the Government itself comes forth and encourages, let us 
say, a great doctor like Dr. Dudley White in heart research—and you 
get into cancer and tuberculosis and palsy and what have you—we 
do these things because they are in the common interest, and we do 
it to promote the health of our people. We have to do something to 
preserve the textile industry because it is essential to our welfare and 
the well-being of this country and the question arises: How do you 
do it? 

Now I know that big companies like Du Pont expend a lot of 
money in research. It is a basic part of their operations. Well, you 
take a small mill owner in Rhode Island, where would he possibly 

o out and get this money to have a research branch in his mill since 

e is trying so hard to even keep alive from day to day. Now I 
am wondering this, if somehow there could not be some room strictly 
on an educational or academic research grant to a college or uni- 
versity in these particular sciences. 
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I remember up in Rhode Island we had the Rhode Island School 
of Design, we had a tremendous branch in textile research. I do 
not know how much that has expanded, I understand it has con- 
tracted, and maybe it has become extinct so far as I know, but what 
would be wrong with the Federal Government making a grant to an 
institution like the Rhode Island School of Design to further in- 
vestigate and explore the fields of textile uses? 

Do you see anything odious in that? Do you see anything social- 
istic in that ? 

Mr. ScHwarzEnBack. I do not, Senator. I could see it could be 
undoubtedly of benefit to the industry. Only I do not think it is 
crucial to the industry. I think our problems lie elsewhere. I 
honestly do. I think our problems lie im the field of imports, of 
course, not in our particular case, but I think for the industry as 
a whole. And productivity, Senator, is one of our greatest problems. 

I brought the example that we had increased our productivity 
fourfold in less than 10 years. I think this is in a static market you 
described before, I think this is a tremendous problem. In other 
words, I do not think that lack of research or lack of creativity is 
our industry’s problem. On the contrary, I think through the hard 
times and efforts we have gone through, we have become very re- 
sourceful. We have had to become resourceful. If we were not, 
I would not be standing here today. 

Senator Pastore. Well, I am very happy to hear you say that, and 
you have been a fine witness. I want to compliment you. 

All right, sir. 

Mr. Lxesuie. Mr. Chairman, in closing, we just want to say we ho 
it has been obvious to you that we have just been able to skim the 
surface in the textile fabrics. The men who made the presentations 
were from the smaller companies, but a great many of the fabrics 
shown were from the larger companies which they would have to be 
to represent a cross section of the industry. But we deliberately 
selected men from the smaller companies because we wanted to leave 
the assumption that if the smaller companies had gone this far, that 
it is reasonable to assume that the larger companies had gone even 
further. 

And in addition to the research and development programs con- 
ducted by every individual company, I would like to hand a list 
of 17 research organizations, most of whom are supported wholly 
or in part by the textile industry, to you. 

(The document is as follows:) 
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Mr. Lestie. In conclusion, unless there are any questions, we would 
like as sort of a symbolic presentation, to leave behind part of the sail 
which the Colwmbia used to beat the Scepter. We would like that to 
be a symbol of this presentation—a claim by the textile industry on 
its part in retaining the Americas’ cup. 

enator Pastore. Well now, you could not have made that offer to 
a better man because it was on Narragansett Bay that it all took place. 
{ Laughter. ] 

I want to thank you, sir. We will recess now until 2 o’clock this 
afternoon. 

(Whereupon, at 12 p. m. the hearing was recessed to reconvene at 
2 p. m. of the same day.) 


AFTERNOON SESSION 


Senator Pastore. May we have order, please ¢ 
The first witness this afternoon is Mr. Murray. Mr. Murray, how 
long do you expect to be? 

r. Murray. Senator Pastore, I am John Murray. I just made 
application on behalf of the Textile Export Association. Mr. Cuffe, 
who is president of our association, will lead off. 

Senator Pastore. What do you mean by “lead off”? Do you have 
other witnesses too ? 

Mr. Murray. They are here to answer questions. 

Senator Pastore. I am merely trying to line it up. I have a list 
of witnesses and am trying to find out how long this session will take. 

Mr. Morray. It will take a total of 30 minutes or less. 

Senator Pastore. Fine. 

All right, Mr. Cuffe. 


STATEMENT OF MATTHEW J. CUFFE, CHAIRMAN OF THE BOARD 
OF DIRECTORS OF THE TEXTILE EXPORT ASSOCIATION OF THE 
UNITED STATES, NEW YORK, N. Y. 


Mr. Curre. Mr. Chairman, my name is Matthew J. Cuffe. I am 
chairman of the board of directors of the Textile Export Association 
of the United States, with members who represent approximately 75 
to 80 percent of the American exports and piece goods. 

I myself have been an exporter for a great many years and all 
= time have handled nothing except the products of American 
mills. 

Our association feels that these hearings have been of the utmost 
value and that they have increased public awareness of the problems 
that beset our industry. Some of these difficulties, I confess, are of 
our own making but many of them are the outgrowth of governmental 
regulatory policies. 

Accompanying me are a number of directors who have long been 
in the exportation of textiles. Since it is impossible for any one man 
to know everything about foreign trade, they are here to answer any 
questions the committee may wish to ask. 

Our group includes these directors: Herbert Binder, from M. Low- 
enstein & Sons, Inc.; Jack Weisfeld, from Dan River Mills; William 
M. Landa, Burlington Export Co.; William Singer, Turner Halsey 
Co., Harold Penderman, J. P. Stevens & Co., Inc. 
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In conformance with instruction of your committee, William 
Singer, of Turner Halsey Co., will present a brief summary of our 
testimony. 


STATEMENT OF WILLIAM SINGER, ON BEHALF OF THE TEXTILE 
EXPORT ASSOCIATION OF THE UNITED STATES 


Mr. Stncer. Mr. Chairman, in our frequent dealings with Govern- 
ment agencies we oftentimes get the impression that they feel, per- 
haps subconsciously, that our industry has no need of an export 
trade and that its disappearance would be no great loss either to the 
industry or the country. This attitude, we ae is based on an un- 
familiarity with the history of our industry, its preeminent position 
among the textile manufacturing nations of the world, and the niche 
it has carved for itself in world textile trade. 

The American cotton textile industry since the administration of 
John Quincy Adams has normally exported a certain percentage 
of its production. Shipments for the most part are confined to nearby 
countries and to markets with which we have long enjoyed cordial 
trade relations. For example, our principal markets at the moment 
are Canada, the Philippines, Cuba, South Africa, Guatemala, Do- 
minican Republic, and Haiti. 

The reasons for our interests in exports are many. In the first 
place, our industry is the world’s largest and the second oldest, having 
taken root here only a few years after Arkwright applied steam 
power to cotton manufacturing and launched the industrial revolu- 
tion. 

It is almost forgotten that many of the mills built in New Bed- 
ford, Fall River, Providence, R. I., and Maine were established for 
the purpose of supplying cargoes for the clipper ships in the China 
trade. 

More than most major industries it is indigenous in that it draws 
the bulk of the materials it requires from American fields and fac- 
tories—its cotton, its fuel and lubricants, its starches and dyestuffs, its 
machinery and its financial resources. In short, it’s a natural. Its 
production is greatly in excess of that of any other cotton textile in- 
dustry in the world. 

Under the circumstances, it is only natural that countries compelled 
to import their textile needs should look to us for at least part of 
their supplies. American mills find it difficult to compete against 
Asiatic producers on a price basis, because of the enormous disparity 
in wage rates, and have to rely for what success we have achieved on 
a multiplicity of styles and fabrics, quick deliveries and service. 

Of deep concern to us are these developments: 

Since World War II textile industries have been mushrooming in 
the so-called underdeveloped areas and world production of textiles 
has been expanding so rapidly that a real crisis is in the making 
insofar as international trade is concerned. Red China, as the com- 
mittee is aware, is invading markets formerly served by India and 
Japan and in its relentless quest for foreign exchange is selling goods 
at prices that bear no relation to the cost of production. 

In many other Asiatic countries, industries supposedly built to take 
eare of internal needs, have expanded to the point where they cannot 
maintain even normal operating schedules without export orders. 
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For example, only recently a member of British Parliament, touring 
the Far East, discovered that in order to run full time the Pakistan 
industry must export 40 percent of its output, Japan 25 to 30 per- 
cent, Hong Kong 80 to 90 percent, and South Korea 40 percent. 

Those responsible for this unrealistic expansion can hardly claim ig- 
norance as to what has been going on in the world. In 1952, at the 
International Cotton Conference at Buxton, England, it was recog- 
nized that the productive capacity at that time was sufficient to provide 
for the world population. Nevertheless, blind investment in textile 
plants not only continues but is encouraged by the ICA and the De- 
velopment Loan Fund in countries such as Indonesia, the Philippines, 
Vietnam, the Sudan, Iran, et cetera; this not only to the detriment of 
the United States textile industry but to that of our friends in Japan, 
India, Pakisan, South Korea, and others. 

Meantime, world trade in textiles continues to shrink as a result of 
the establishment of mills in countries formerly dependent on imports. 
Most of these infant industries cannot Reectensealty supply either the 
quantities or varieties of textile products to the populations they are 
supposed to serve. They do manage, however, to obtain protection that 
not only protects them from import competition but enables them to 
push prices up to levels that reduce consumption sharply and materi- 
ally increase the cost of living for the native population. 

The protection granted these industries comes in many forms in 
spite of their inability to produce satisfactory qualities for basic re- 
quirements. In some countries, notably Venezuela, tariff walls have 
been raised to unscalable heights. Most common and most effective of 
the barriers that are strangling trade are the so-called monetary or li- 
cense systems that determine the quantities and kinds of textiles to be 


brought in and which can be manipulated to favor the products of cer- 
tain supplying nations. What strikes us most of all is the ease with 
which textile industrialists overseas manage to obtain these protective 
devices. oe a Riemer, editor emeritus of the Daily News Record, 


on his return from a survey of the textile and related industries of 
South America told the Textile Square Club that in most of the coun- 
tries he visited all that was needed to get protection was to ask for it. 

As an example, here is a comparison of our exports of cotton textiles 
in square yards to markets that we regard as traditional: 


[Square yards] 
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To sum up, we find that the so-called accessible markets—that is, 
countries that admit goods after payment of modest tariffs—can be 
counted on the fingers of one hand. 

When the trade agreements program was instituted back in 1934 
most exporters felt that it would be directed against the restrictions 
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then prevalent and which were the outgrowth of what was then de- 
scribed as autarchy or the desire for self-sufficiency. We are reluc- 
tant to admit that our hopes were not realized. 

Offhand, I would say that there are 10 times more regulations 
affecting international trade in textiles now than there were at that 
time. On the whole, tariffs are higher. The results are noticeable. 
At no time since the end of World War II has the volume of world 
trade in cotton textiles risen above 80 percent of the average for the 
years 1934-39 which were marked by worldwide depression and dark- 
ened by gathering war clouds. 

In return for the generous concessions we gave other nations in 
the numerous agreements written since 1934 I know of none bene- 
ficial to our textile export trade. Some were granted but they were 
quickly nullified by the imposition of so-callt emergency monetary 
regulations. As a matter of record, at the GATT conference at Tor- 
quay several years ago Cuba succeeded in winning acceptance of 
sharp tariff increases on cotton and synthetics entering that market. 
At the current GATT conference, Switzerland is seeking acceptance 
of tariff hikes of more than 50 percent on textile fabrics and clothing. 

If the intent of the trade agreements program is to balance im- 
— and exports it has succeeded in not only achieving its objective 

ut going beyond it. In a special study of foreign trade in textiles, 
the Department of Commerce points out that exports of fabrics, 
apparel, and related manufactures in 1957 amounted to $493.8 mil- 
lion. In the same year imports in the same category amounted to 
$466.6 million. We have every reason to believe that in the last 9 
months imports in this classification have far exceeded exports and 
that the industry’s so-called balance of trade is definitely adverse. 


Almost as damaging to our export trade as multiplying restric- 
tions and the swift growth of textile industries overseas has been the 
various foreign aid programs of our Government. We recommend 
that from now on no United States tax dollars be —— on buildin 

oO 


up textile-producing facilities around the world. us this sort o 
spending is blind investment at its worst. It is just as harmful to 
established friendly foreign industries as it is to us. Because this 
aid flows through so many channels, we just do not know how to com- 
pute how many millions of dollars we have contributed to the expan- 
sion of foreign industries. We do know that since 1949 we have given 
funds to foreign countries for the purchase of $135 million worth of 
textile machinery, much of which was purchased abroad. 

We have financed technical assistance and management services on 
a broad scale; we financed and are now financing new mills; under 
programs now in process we are even financing power and transpor- 
tation facilities in connection with new textile production. 

As the members of the Senate committee are well aware, we have not 
succeeded in obtaining what we regard as our fair share of ICA pur- 
chases of what they term “fabricated basic textiles.” For example, 
during the fiscal year ended June 30, 1958, ICA spent $68 million for 
textiles but only $10 million went tous. In the previous fiscal year, its 
textile expenditures reached the grand total oF $96 million but only 
$7 million, or 714 percent, went to us. Cotton textiles represent a 
oe of the surplus agricultural commodity but the ICA has re- 

sed to give any quantitative share to this country which is in direct 
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contradiction to their insistence that all procurement of dairy prod- 
ucts and flour, also products of agricultural surplus commodities, must 
be made in the United States. 
We have never sought all of the ICA orders. We have consistently 
leaded for 50 percent of the volume based on the formula developed 
for the American merchant marine and which was spelled out in the 
Payne amendment to the foreign aid bill. 
In this connection we would like to voice our gratitude to the many 
Senators who vigorously supported this amendment. It is our sincere 
hope this inequity will be corrected in the next session of the Congress, 


I would like to submit for the record an analysis of shipments of, 


manmade fibers and cotton piece goods for 1947 to 1957, a summary of 
developments affecting textile export trade, and copies of a graph put 
out by the Department of Commerce showing the United States im- 
ports and exports of fabric apparel and related manufactures from 
1911 to 1957, which indicates at the present time we are importing more 
dollarwise than we are exporting. 

Senator Pastore. All right. That will be made a part of the record. 

(The documents are as follows :) 


TExTILE Export ASSOCIATION OF THE UNITED STATES, 
New York, N. ¥. 


RECENT DEVELOPMENTS AFFECTING TEXTILE Exporr TRADE 


A wide variety of goods, including textiles, clothing, drapery and upholstery 
fabrics, no longer will be entering New Zealand as of January 1, 1959. Cuts in 
imports will be achieved mainly through the abolition of licenses. On September 
9 the New Zealand Government signed an agreement with Japan to sell dairy 
produce and wool to Japan and in return buy manufactured goods, including 
textiles of all descriptions. 

On November 4, 1958, the Indian Government announced it will grant licenses 
to mills for coal tar dyes and textile chemicals against their respective exports of 
gray cloth or yarn up to 4 percent of f. o. b. value of such exports. This percent- 
age will be increased to 8 percent if exports are made to the United States, West 
Germany, or Scandinavian countries. 

Reports from Geneva on November 3, 1958, stated that negotiations were being 
concluded on a new Swiss tariff which seeks to raise duties on textile fabrics and 
fibers as well as all types of clothing by an average of over 50 percent. 

The Japanese Government is considering a five-point modernization plan to help 
the Japanese industry to meet Red Chinese competition in world markets. An 
important point is the proposal for Government purchase of redundant 70,000 
looms for scrapping and a subsidy to the industry for modernizing or renovating 
the remaining looms to the extent of 20,000 yen per loom. 

On October 15, 1958, the Government of Singapore and Federation of Malaya 
placed cotton textiles from Red China under specific import licenses. The action 
was taken to protect a weaving mill in Johore, Malaya, employing about 400 
workers. 

In a report entitled “Trends in International Trade” issued October 12, 1958, 
GATT experts predict a further decline in world textile commerce. The report 
also predicts a probable loss of markets in the European Economic Community 
(common market) for American and other noncommon market exporters. 

The report concludes with this statement: “The association of overseas ter- 
ritories with EEC will give rise to discrimination against other countries in 
Africa and elsewhere, not only in the area of tariffs but also through long-term 
arrangements of contracts and through preferential treatment with respect to 
investment * * * it will be strictly trade diverting instead of trade creating.” 

On. October 12, 1958, a Japanese trade delegation meeting in Washington with 
Under Secretary of Agriculture True D. Morse said Red China was selling cheap 
textiles in southeast Asia and that Japan would like to obtain United States 
ideas on how to meet this competition. 
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A new dispatch from Manila on October 25, 1958, stated that a total ban on 
eotton goods imports by the Philippines by 1961 is envisioned under a 3-year 
plan endorsed by the policymaking National Economic Council. The Council 
approved complete integration of the country’s textile mills. 

On October 16, 1958, the Vietnam Government suspended for 1 year importa- 
tion of textiles that can be produced locally. 

Replying to a recent inquiry as to the outlook for textile exports to. the Re- 
public of Ireland, the American Embassy in Dublin commented that, although 
“the Irish Government has removed some of the extraordinary restrictions im- 
posed, there has been no evidence that it proposes to relax its customary quotas 
and tariffs to permit the importation of greater quantities of competitive textile 
items.” 

On October 20, 1958, British Honduras limited imports of cotton and rayon 
textile piece goods from hard currency areas by granting a limited number of 
import licenses which expire on December 31, 1958. 

On October 21, 1958, the National Garment Manufacturers Association of 
Canada declared that the new value-for-duty legislation in Canada will make 
it “impossible” for a Canadian garment manufacturer to buy United States 
fabric when the American market price does not reflect the cost of production of 
the goods plus reasonable profit. The association added that the most serious 
effect to Canadian importers will be taken “subject to amendment.” 

On October 19, 1958, reports from Ottawa stated that the Customs and Excise 
Department is considering imposition of new duties on a number of United 
States textiles exports to Canada, particularly of synthetics. 

Foreign Commerce Weekly on October 8, 1958, reported that El Salvador is 
planning to increase duties on certain cotton textiles to protect the local in- 
dustry from foreign competition. 

In June 1958, Peru raised duties on most textile imports to 300 percent ad 
valorem. 

On October 8, 1958, the Federation of Malaya announced it had set up a new 
committee to impose higher tariffs and antidumping penalties. 

U Kyew Neyin, Burmese Deputy Prime Minister, who recently completed a 
10-week tour of Communist countries in Burope and Asia, announced that the 
Chinese Government had agreed to grant a loan worth $4.2 million at 2% per- 
cent interest to be used to construct a cotton textile mill with 40,000 spindles. 

On October 26, 1958, B. K. Swaminathan, acting chief of the Indian GATT 
delegation, declared at Geneva, “It is highly probable that many Communist 
Chinese textiles enter world markets through Hong Kong.” He admitted that 
Hong Kong textile exports replace Indian fabrics in many southeast Asian and 
African markets. 

On October 15, 1958, at the opening session of GATT at Geneva, C. Douglas 
Dillon, Under Secretary of State for Economie Affairs, declared that “dumping 
of textile products by Communist China is severely affecting traditional export 
markets of India and Japan. It is making far more difficult the achievement of 
the second 5-year plan of India and hampering the economic growth of Japan.” 

On October 30, 1958, the Board of Trade and Industries of the Union of 
South Africa announced that there are indications that Red China is preparing 
to invade the South African market with a wide variety of textiles at very low 
prices. The Board asked for special powers to impose special duties up to 100 
percent ad valorem. 

On July 9, 1958, the International Cooperation Administration authorized 
Vietnam to purchase machinery and equipment for a 20,000-spindle cotton- 
spinning mill and a 400-automatic-loom weaving mill. Procurement would be 
from worldwide sources. 

On July 15, 1958, E. Thornton, British Labor, Member of Parliament, in an 
interview with an Indian correspondent in London, declared that the textiles 
industries of India, Pakistan, Hong Kong, Japan, and South Korea were over 
expanded. To keep machinery fully employed, Pakistan needed to export 40 
percent of its production; Japan 25 to 30 percent; Hong Kong 80 to 90 percent; 
and South Korea 40 percent, he said. He added that Red China’s output of 
cotton goods rose from approximately 3,500 million yards to 7,000 million yards 
between 1952 and 1956 and that her planned output for 1962 is 10,000 million 
yards—about equal to the annual output of the United States. 

In an interview with a Fairchild Publications correspondent in Paris of 
September 30, 1958, Harold J. Nutting, executive vice president of Marshall 
Field & Co., predicted that Japan, China, and the Far East generally will be 
the chief import markets for western retaildom. He predicted a merchandising 
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stampede to Red China if the United States Government ever gets around to 
ee that country. Meantime, he said, Field’s will operate through Hong 
ong. 

On September 11, 1958, the Australian Prime Minister announced a further 
relaxation of restrictions on imports from all countries except the dollar area, 

On September 8, 1958, the Governor General of the Belgian Congo raised 
tariffs on a number of items, chief among them cotton goods, to protect local 
industries affected by the recession. 

In order to encourage textile exports, the Taiwan Government allows local 
mills to retain 72 percent of the foreign exchange earned through the export of 
their products. Also mills may apply for a low interest loan from the Bank of 
Taiwan after each overseas shipment of textile goods is completed. 

On October 27, 1958, the Daily News Record reported that gray goods made 
in Hong Kong are now being offered for sale in the New York market. Goods 
involved are jeans, ducks, seme types of sheetings, and osnaburgs. 

On October 23, 1958, the United Arab Republic contracted with Japan to buy 
equipment for a 30,000-spindle cotton mill at about $2 million on the basis of 
20 percent payment and the remainder on 10-year credit terms. 

On September 26, 1958, Pakistan came up with a promotion scheme for exports 
of cotton textiles. Under it exporters (mills and merchants) will be entitled 
to receive import licenses of value equal to 25 percent and 10 percent, respec- 
tively, of the value of cloth and yarn exported for the import of textile machinery 
and spares, accessories, testing machines, weighing apparatus, powerplants, 
boilers, motors, transformers, chemicals, and dyes. 

On April 18, 1958, President Garcia assured textile manufacturers of sufficient 
incentives and support to enable the Philippines to attain self-sufficiency within 
the shortest time possible. Sidney L. Buffington, ICA textile manufacturing 
consultant, recommended a temporary ban on imports of cotton yarn and an 
“admittedly protective tariff” on cotton and synthetic gray cloth and all finished 
textiles so as to maintain the growth of the Philippine industry. 

On November 4, 1958, the Swedish textile industry and textile workers union 
demanded a drastic cut in textile imports. At present 53 percent of all textiles 
used in Sweden are imported from foreign countries. The demand of the textile 
industry is that this figure be reduced to 15 to 20 percent. 


TEXTILE Export ASSOCIATION OF THE UNITED STATES, 
New York, N. Y., February 17, 1958. 


ANALYSIS OF 1957 CoTrTron Piece Goops Exports 


1957 exports of cotton cloth, duck, and tire fabric amounted to 553,386,473 
square yards as against 511,613,949 square yards in 1956, and 539,465,753 square 
yards in 1955. 

Following is a month-by-month comparison of shipments in square yards for 
the last 3 years: 


Month 1957 1956 
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A comparison of shipments in square yards to major markets: 
1957 Destination 1957 


203, 230, 358) 184, 375, 351/178, 120, 509 29, 954, 063} 29, 404, 115) 
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Supplementary exports in December 1957: Tapestry and upholstered fabrics, 
898,059 square yards, $637,364; plushes, 38,594 square yards, $51,097; pile 
fabrics, 238,788 square yards, $163,306; belts and belting, 12,717 pounds, $38,- 
629; narrow fabrics, $88,679; blankets, 112,206 units, $138,778; tufted spreads, 
27,146 units, $103,775; plain bedspreads, 19,713 units, $59,020; sheets and cases, 
22,502 dozen, $269,413; terry towels, $395,916, plain towels, $132,423; new bags, 
508,907 pounds, $438,021; reclaimed bags, 137,948 pounds, $64,823; bleached 
earded yarn, 196,373 pounds, $149,206; mercerized yarn, 181,060 pounds, $248,- 
932; combed gray yarn, $982,633 pounds, $857,875; finished combed yarn, 319,- 
954 pounds, $354,621; sewing thread, 48,987 pounds, $83,919; industrial thread, 
164,783 pounds, $253,266. 


United States exports of cotton cloth, duck, and tire fabric in square yards 
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United States exports of cotton cloth, duck, and tire fabric in square yards—Con, 


Destination 


Oyrs...--- 
Lebanon. 
Traq.-.-- 
Iran_... 
Israel... 
Thailand 
Vietnam _-__---- 
British Malaya 


NS EN CE GLEE op ee a 


Philippines 
Korea_- 
Hong Kong 


Australia__- 

New Zealand_-__---- nea 
French Pacific. --.-.......-- 
Mandates_.....--.-- 


ASIA 


December 
1957 | 


135, 638 
138, 580 | 
38, 140 
123, 122 
7,095 | 
, 369, 051 | 
304, 336 | 
63, 218 
598, 800 | 
5, 473, 463 | 
20, 400 | 
259, 421 | 





OCEANIA 


ap 
114, 736 | 
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101, 195 | 








AFRICA 


Year 1957 


| 
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1, 358, 182 
904, 019 
1, 736, 306 
206, 281 | 
5, 069, 697 | 
3. 467, 359 | 
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142, 250 | 
3, 280, 228 
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453, 465 | 
167, 716 | 


us 
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December 


1956 
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Belgian Congo... 

Union of South Africa_..-_--- 
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Year 1956 
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560, 582 

1, 819, 423 
1, 070, 933 
144, 783 

4, 402, 483 
5, 779, 635 
2, 193, 112 
14, 175, 280 
65, 963, 604 
3, 604, 514 
6, 947, 111 


698, 719 
2, 119, 686 
342, 164 
61, 342 


450, 948 
59, 810 
737, 060 

1, 758, 041 
23, 047, 312 


511, 613, 949 


December 1957 exports listed as “all others” amounted to 1,320,286 square 
yards. Also included in the total for that month were these specific shipments: 
Paraguay, 43,393 square yards; Iceland, 20,990; Ceylon, 1,319; Ethiopia, 45,758; 
Mozambique, 6,391; Rhodesia, 21,840; Angola, 1,994; Jordan, 1,488; Kuwait, 
2,999 ; Libya, 4,800; ‘Burma, 4,238 ; Somaliland, 15,794. 

December 1957 exports of cotton remnants amounted to 1,750,422 pounds, 
valued at $936,813. The breakdown: Canada, 63,293 pounds; Mexico, 19,025; 
Guatemala, 5,377 ; Honduras, 3,865 ; Nicaragua, 4,073; Costa Rica, 1,655 ; Bahrein, 
2,000; Cuba, 1 56,4! 50; Jamaica, 7,823; Haiti, 103,208; Dominican Republic, 
55,986 ; Trinidad, 2.590; Netherlands Antilles, 1,166 ; Venezuela, 36,597 ; Surinam, 
2,928; Peru, 2,500; Sw eden, 266; France, 14,332; West Germany, 11,471; Syria, 
4,441; Lebanon, 81,062; Iran, 11 210; Thailand, 85,689; Vietnam, 2,275 ; Philip- 
pines, 872,212; Morocco, 130,522; Spanish Africa, 1,132; Liberia, 2,092; Belgian 
Congo, 11,912: Ethiopia, 1,250. 
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Shipments of cotton woven fabrics in December 1957 


Description 
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Cloth to Philippines returned embroidered 
Cord tire fabric, unbleached 

Other tire fabrics 

Heavy filter hose belting 

Ounce duck 

Numbered duck 

Drills, twills, sateens, not over 40 inches 
Sheetings not over 40 inches 

Drills, twills, sateens, over 40 inches 


Rok 
2335 


Esk 
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aBS5 
BESRS2Es 


Ass 


=O O~] 
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Gray print cloth above 36 by 32s. 
Carded goods, except fine carded, n. e. s_ - - 
Combed, part combed, and fine carded gray cloth. - 
Drills, twills, sateens, not over 40 inches, bleached - - 
Drills, twills, sateens, not over 40 inches, dyed 
Drills, twills, sateens, not over 40 inches, printed --- -- 
Sheetings not over 40 inches, bleached 
Sheetings not over 40 inches, dyed 
Sheetings not over 40 inches, printed 
Drills, twills, sateens, over 40 inches 
Sheetings over 40 inches, bleached 
Sheet over 40 inches, dyed and printed 
Carded broadcloth, bleached 
Carded broadcloth, dyed 
Carded broadcloth, printed 
Cheesecloth and ze, bleached 
Print cloth, bleached 
Print cloth, dyed in piece 
Print cloth, printed 
an bleached - colored 

ap I ES TS 6 oes 5s a a Ei eente oe 
Denkos 
Suitings, twill, coverts, and cottonades 
Chambrays, cheviots, and shirtings 
CE UE MENU Wh, Oe Be ou. 5. nome ccennedoncdsunatapeyeracmaned 
Duck and awning material, colored 
Carded goods, except fine carded, n. e. 8. -.---------------------.-- 
Voiles, organdies, lawns, batistes 
Combed piques 
Combed marquisette 
Combed broadcloth 
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Cotton and wool mixtures 
Cotton and rayon mixtures 
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3055. 90 
3057. 00 
3058. 00 
3060. 00 
3061. 00 
3062, 00 
3064. 00 
3067. 00 
3070. 00 
3073. 00 
3073. 10 
3073. 20 
3073. 30 
3074. 00 
3076. 00 
3079. 00 
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Shipments of cotton fabrics by commodity numbers (square yards) 


1 t 


Com- 
modity Description 
No, 


3019.00 | Cloth to Philippines returned embroidered - - See A ves 8, 061, 568 
3020.00 | Cord tire fabric, unbleached ---.___.__-- Ae its ys aici tion ed arr 2, 238, 207 2, 437, 563 
3021.00 | Other tire fabrics__._. iat ee ends to la eBCR Gd ann meme camaenived 3, 021, 336 2, 614, 728 
Neen eee nn eb oc eh icucanoumbhoonuiunet 1, 034, 886 1, 043, 993 
Ounce duck | 2, 511, 094 2, 554, 565 
Numbered duck tel 51 ok Beglay tree ak (ale < 5 Tee 1, 960, 865 1, 062, 120 
Drills, twills, sateens, not over 40 inches_ ates ch ds eaten 2, 098, 161 2, 812, 920 
| Sheetings not over 40 finches... - Fo she ithincad Hiliedine usenet ed 8,810,358 | 9, 232, 667 
Drills, twills, sateens, over 40 inches. - nae cuisine ite eu , 742, 360 2, 303, 744 
Sheetings over 40 inches | , 923, 902 3, 987, 178 
| Osnaburgs (all Pe ncerenstots Ljranip ain hth ne ate , 637, 890 2, 977, 858 
Tobacco cloth _- Sie cocaasoniiihs ale evrainde denpidag eigen: , 605, 202 | 79, 402, 383 
: Gray print cloth above 36 by hese ih ese tevtasie eatiapaias , 284, 290 11, 609, 752 
3039.10 | Carded goods, except fine carded, n. e. s_ Scineh dioieiaen , 674, 792 7, 213, 194 
3039. 50 | Combed, part combed, and fine carded All Bi ih , 207, 645 7, 797, 415 
3049.00 | Drills, twills, sateens, not over 40 inches, bleached _-___. econ 2, 758, 710 2, 838, 616 
3041. 10 Drills, twills, sateens, not over 40 inches, ssn geal apart 2,448,076 | 19, 156, 369 
3041. 20 | Drills, twills, sateens, not over 40 inecs, printed........—-. bie acted 3, 260, 929 3, 248, 804 
3042.10 | Sheetings not over 40 inches, bleached Sri ie trdsosang: hin necsdiaitare oie | 5, 479, 759 5, 606, 145 
3042. 20 | Sheetings not over 40 inches, dyed. ___.__.---__......-.-.---- col , 721, 279 3, 514, 411 
3043.00 | Sheetings not over 40 inches, printed_..__._.......-.--.---.----.---} 8, 239, 259 6, 864, 238 
3045.10 | Drills, twills, sateens, over 40 inches____.__.__........---...-------! 3, 686,810 | 24, 060, 396 
3046. 10 | Sheetings over 40 inches, bleached ¥ so iinice Sutngthe-cientan abel 7, 378, 732 6, 387, 815 
3047.10 | Sheetings over 40 inches, dyed and pr inted_. ss eee 2,084,481 | 2,030, 586 
3048.00 | Caried broajcloth, bleache rs ic acte celeste , 148, 593 4, 382, 594 
3049.10 | Carded broadclot h. dyed __ Se : ry e , 619, 545 6, 628, 417 
3049. 20 | Carded broadcloth, printed ; Anca TRAE a acta he , 171,145 | 10, 189, 608 
3050.00 | Cheesecloth and eauze, bleached - : ‘ all , 448, 116 15, 330, 192 
3051.10 | Print cloth, bleached _ - aa Sul 5, 421, 459 4, 882, 976 
3052.10 | Print cloth, dyed in piece__ ; ; ’ 5, 976, 258 15, 430, 416 
3052. 20 | Print cloth, printed _- ..-| 80,226,672 | 82, 520, 264 
3055.10 | Flannels, bleache’ or colored _ - M 3, 728, O76 7, 181, 706 
3055. 90 | Napped fabrics in piece n. e. s_—- 702, 586 1, 011, 480 
3057.00 | Denims- : 37, 816, 392 28, 137, 241 
3058. 00 | Sritines, twill, ‘coverts, and enttamates 091,320 | 3, 487, 186 
3960. 00 | Chambrays, cheviots and shirtings_...- . | 5,610,705 | 17,695, 317 
3061.00 | Colored yarn fabrics, n. e. s J ‘ | 7, 935, 140 | 6, 103, ie 
3062.00 | Duck and awning material, colored _- coo 3, 366, 480 
3064.00 | Carded goods except fine carded n. e. s_-. . sal citi . 5, 863, 154 
3067. 00 | Voiles, organdies, lawns, batistes...............___- sce ae .-| 12,038. 132 
3070. 00 Combed piques.. ieee oe celdls cits ate chet ok wd oem Joa ceadhana 1, 824, 134 
3073.00 | Combed NN eS oe ag a sa ced 3, 064, 070 
g Sa 0 8 OS i ee ms i 
i: cd oaibbalcthabacamrendendbudaewnnte tna cdédaudopanvonconct 57, 009 
3073. 30 | Oxford..........-.-- lame igthbineltaihdd dilise divi Win alice epciase tah 2, 460, 014 
3074. 00 Fine carded combed, ae 38, 868, 390 
3076.00 | Cotton and wool mixtures-. Een tien bauea64 one indtidithed den 169, 009 | 5, 
3079.00 | Cotton and rayon mixtures......--...-.-.----------------------_- 3,355,279 | 2, 644, 898 














553, 386,473 | 511, 613, 449 


TEXTILE Export ASSOCIATION, 
JoHN W. Morray, Secretary-Treasurer. 
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Senator Pastore. All right, sir. Is there anyone else of your group 
to testify ? 

Mr. Murray. No; our group was here to answer any questions 
that may be put to them, Senator. 

Senator Pasrore. Well, I think the testimony has been more or 
less along the lines of the testimony we have already received. The 
two major points that you make are that you want a better share of 
the ICA purchases and that you don’t think of further foreign-aid 
money should be given for the purposes of building up any further 
expansion of textile industries abroad. That is the gravamen of your 
presentation, isn’t it? 

Mr. Srncer. I might bring forth one other point, sir. Public Law 
480 was recently amended during the last session to permit the ex- 
portation of textile products and—— 

Senator Pastore. We intend to have a member of the Department 
come before us; that is, of the Agriculture Department itself, with 
relation to that amendment, and to find out what their attitude is 
with reference to that, when we get back to Washington. 

Mr. Srycer. We have one point we would like to make regarding 
it, sir. 

icaaie Pastore. All right. 
Mr. Srncer. That will cover the value of the cotton content of the 
roduct exported only, the convertibility of foreign currency in to 
Tinited States dollars. Unfortunately, the balance is required in 
dollars and the areas in which they operate and where this would 
be considered as extra business happens to be areas where the prover- 
bial question will be where do we get the dollars to go together with 
the local currency ? 

Textile products as a whole represent about 30 percent in values 
and the cotton content is about 30 percent in volume, so we have an- 
other 70 percent to be financed in United States dollars. It is our 
feeling that Public Law 480 should be coordinated with ICA procure- 
ment allocations permitting the remaining 70 percent of financial 
by ICA funds in dollars. 

Now this would considerably help the disposal of sizable quantities 
of surplus cotton in the form of textile products and at the same time 
would result in the savings to the ICA in their total expenditures, as 
they are allowing ICA funds in these particular areas. 

e feel that even the Department of Agriculture would welcome 
such a coordinated program but that it would be necessary to have 
congressional action to accomplish this. Otherwise, we feel that the 
change to Public Law 480 will not help whatsoever in obtaining new 
business for textile products as such. 

Senator Pastore. Dr. Miernyk will make note of that and we will 
go into it. 

Mr. Stnoer. Thank you. 

Senator Pastors. Any further questions? 

Dr. Mrernyx. Let me ask one question here, Senator. 

How, in your opinion, do you think that the export of American 
textiles will be affected by the European common market ? 

Is Mr. Landa here? 

Mr. Murray. Mr. Landa was detained at his office, but Mr. Landa 
exports considerable quality textiles, considerable nylon stockings, 
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and he was struck by a GATT report which reads that in a report 
issued October 12, 1958, GATT experts predicted further decline in 
world textile commerce. The report also predicts a probable loss 
of markets in European Economic Community, common market for 
American and other noncommon market exports. 

The report concludes with this statement : 

The association of overseas territory with EEC will give rise with discrimina- 
tion against other countries in Africa and elsewhere, not only in the area of 
tariff but also through long-term arrangements of contracts and through prefer- 
ential treatment with respect to investment. It will be strictly trade diverting 
rather than trade creating. 

Senator Pastore. All right, thank you, gentlemen. 

Mr. Stncer. Thank you very much. 

Senator Pastore. Will you gentlemen be available if any questions 
should arise in Dr. Miernyk’s mind as to further expansion of your 
remarks? We will be in communication with you. But fou the mo- 
ow doesn’t seem to be anything new that hasn’t already been 
covered. 

Mr. Corre. There is one point. Mr. McIntosh, of the Development 
Loan, has just come back from the Philippines and they are asking 
for $29 million which would about double their capacity that the 
have at the present time so that by 1961 they are going to be self- 
sufficient. 

Now I understand that Mr. McIntosh has refused to include that in 
recommendations that he has for the $50 million loan. Now Mr. 
McIntosh has just arrived back from here, and some quick action on 
that, I think, may save some of the Philippine market for us. We 
still have a chance. If they put that in then by 1960 or 1961 they say 
they will be fully able to make everything they want and we are 
through in the Phili — 

Mr. Stncer. Mr. & airman, not only a question of saving what is 
left of the export business, but it is also, I think, important to con- 
sider the effects of further investments in the textile industry in the 
Philippines. We have golden examples all over the world of over- 
en of textile industries, even in small countries. 

ou take South Africa, some of the mills have chan hands al- 
ready. One of the biggest ones is in the hands of the bank. 

Jamaica is having difficulty keeping their little textile industry 
going. The Philippines, if they expand to this point, I think it is 

ing to be disastrous; I think it is going to be a waste of a consider- 
able amount of our dollars. That was proved in South Korea. We 
expanded to the point so that they have to now export 40 percent of 
their products, otherwise they can’t run their industry. That was all 
built by our money. 

Senator Pastore. Well, that is the thing that frightens me about 
your Formosan situation. There is going to be an attempt on the 
part of this Government, I would assume, to coordinate and solidify 
our international situation there in Asia around Formosa and the 
Philippines, and I recall only too vividly the President of the Philip- 
pines addressing the joint session of the Congress, not too long ago, 
and that is the position he took—more textiles and more exports to 
the United States. 

We are fast coming to the point—how much of it shall we absorb? 
How much of it can we absorb? 
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I tell you very frankly, gentlemen, I don’t see how this committee 
is going to stop that situation; not that one. I dread to think where 
this thing is all driving, and I think I know what the feeling of the 
State Department is with relation to rehabilitation and reconstrue- 
tion of the Philippines. They are going to get into textiles in a big 
way and so is India, and gentlemen, I am convinced somewhere along 
the line somebody has to tell there is only going to be so much going 
to come to the United States of America. 

As soon as we do that, the Philippines are going to shut down, 
Japan is overexpanded. Now the Philippines are going to be over- 
expanded. You are going to find that South Korea is going to be 
overexpanded, and there you are. All these countries are being en- 
couraged to get in the textile business and export it here to the United 
States of America. Then one day somebody is going to come along 
and shut the curtain down right flat and then where will they be? 

I think myself we have reached a moment where this can no longer 
be a day-to-day policy. Somebody has to look at the long-range 
effect on the whole American economy and somebody has to have the 
courage to say, “Look, fellows, how much of this can we take?” I 
mean there is only so much goods that is going to be produced. It 
has become more or less a constant industry right here in the United 
States of America. It is the one industry that hasn’t grown in the 
last 10 years, commensurate with economic progress and develop- 
ment of this great Nation of ours. 

Now add to that the fact that you have lost completely your ex- 
mee trade, there is an answer to that. These people are not buying 

m us because they are making it themselves, and they are making 
more than they med and they want to sell it to us. So we get it com- 
ing and going. Somewhere along the line somebody has to have the 
courage to stand up and talk sense, and I think it is going to be good 
for these countries just as well as good for us. 

If it is true, I read in the record the other day a report published 
in the New York Times where they are in a very bad position even 
in Japan. They are cutting w and they are lowering down their 
production and closing some of their mills. 

Now someone has a bright idea if they can reduce their price, may- 
be they can sell more to America. We are in precisely the same posi- 
tion they are in and you multiply this—it is just as plain as the nose 
on your face—you are fast getting to the point of no return. 

ow you are saying to me “No more loans to the Philippines to 
build textiles.” It is all right to me if they loan the money to the 
Philippines and even build their mills, provided they sell the mer- 
chandise to Filipinos. But when they begin to try to sell it to the 
American market, they are going to clutter up further what is already 
cluttered right up to the ears, and that is your problem. 

Somebody has to meet it and somebody has to face it. Now you 
say to me, “You better act fast and cut this thing out in the Philip- 
pines.” You are not going to cut it out through the instrumentality 
of this committee. 

I only hope that the development of this investigation has been 
such that the State Department will be alerted to the practical situa- 
tion that faces us. It is a realistic situation. 
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My heart goes out to you gentlemen. It isn’t a question of being 

atriotic or not wanting the rest of the world to rehabilitate. This 
is a bread-and-butter situation now. I mean it means every time you 
take in a certain amount of yardage from abroad, you are cutting 
down that amount of yardage here in the United States. 

It isn’t a question of free trade; you sell me a certain number of 
ards of a different pattern and I buy back a certain number of yards. 
t is a question of pushing out an industry right off the board. 

Now all right, the big question in America is going to be, it is going 
to weigh one thing as against the other and what sacrifices are we 
going to make and what is the country going todo? That is how 
critical and sensitive it has become. It is not easy, gentlemen; it is 
not easy. I think I know your problem. But if you think that we are 

ing to write a report here tomorrow and they are going to stop this 
a to the Philippines, I think we are indulging in wishful Ginkins, 
and where are we going ? 

Somebody ought to make them understand, “Now, look, we will 
help you build these mills if you need this cloth for your own people, 
but if you think you are going to sell it to the American market, it 
just can’t take it.” 

In my humble opinion, it just can’t take it. Now if we are going to 
make the textile industry extinct in this country and substitute a for- 
eign industry, well if that is the choice America will have to make 
and wants to make, I think it requires a lot of hard thinking. 

Mr. Srncer. It would be a rather disastrous choice. I think the 
=, industry in the war was the second most important industry 
we > 

Senator Pastore. I mean this is a creeping thing. I was talking 
to a man who was in the screw business and he tells me that 10 years 
ago 15 percent of our screws was imported. Now it is 45 percent. 

You take industry after industry and I have seen the rehabilitation 
of Europe. I mean it is wonderful the way these people have re- 
habilitated, it is marvelous the reconstruction that has taken place, 
and they are all becoming industrialized. The entire world wants 
to become industrialized and they are all playing for credits in the 
United States and you can’t blame them. 

On the other hand, I think somebody has to have the courage and 
foresight to stand up and say, “Look, this is the situation.” 

Mr. Brnper. Senator, I believe it has gone a little beyond what you 
said and we completely agree with the statement you made. Nobody 
could have hit the things as precisely as you did at the moment, if 
we were to say it ourselves; but beyond that, the problem becomes 
one of the United States Government actually throug one of its agen- 
cies giving a lot of these foreign countries the money with which to 
buy textiles from the competition. 

This ICA thing is becoming something which is becoming very 
Serious and perhaps there is where your committee could be very 


~ instrumental. 


Senator Pastore. Here is what you are up against. You are going 
to give a certain number of yards of cloth. It proves the point we are 
trying to establish here. Now if you give them American dollars and 
they buy the cloth from Japan, they can buy more cloth for the 
obvious reason that it is cheaper to produce. You see what I mean? 
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Now if you allow them to buy the American cloth from the United 
States of America and they need a certain yardage of cloth, you have 
to give them double the money. Now some fellows have an idea that 
you can cut the appropriation in half by allowing them to buy these 
goods in cheaper producing countries. Well, it is just merely cutting 
off your nose to spite your face. And it just proves the point that we 
are trying to establish here. 

Mr. Brnver. Senator, may I ask this: As a point of information, 
we are all very vitally interested, naturally, ant you made the state- 
ment—and I don’t question it for one moment—that by buying the 
goods from Japan they per se could get more for their money. 

Senator Pastore. I don’t agree—I am giving you the idea devaesil 
in that regard. 

Mr. Brnpver. Those of us in the area actually selling, when we give 
these people money, it doesn’t actually follow that they buy the cheap- 
est goods. It doesn’t naturally follow they buy the cheapest goods. 

Senator Pastore. Certainly they can buy it cheaper than the United 
States. That is the reason why imports have been injurious to us. 

Mr. Brnver. That is not the point. The point is they don’t nat- 
urally go for the cheaper goods. A lot of these countries place them 
in a position of saying, it is good enough for so and so, that is what we 
want. They are not satisfied with the cheapest. 

Senator Pasrore. You have a good argument there and I think our 
committee is going to pursue it. I think it is true the argument I 
have made has been used. You have a different argument, the argu- 
ment here is you have to reach the point here that the textile industry 
in the United States has to be saved. 

Mr. Brynner. Yes, sir. 

Senator Pastore. One way of doing it even though it does cost a 
little bit more, one way of doing it is to allow a lot of this procure- 
ment to be made in the United States of America. That is the best 
argument you have. 

r. Suncer. In conjunction with textile, you have the question of 
agricultural surplus property. 

Senator Pastore. That is what we are doing with agricultural sur- 

lus properties. They could buy maybe eggs and butter cheaper in 
nmark than they could in the United States, but the farm bloc is 
making sure that they are buying it here. 

Now somehow you have to develop a textile bloc. 

Mr. Srncer. Any suggestions ? Paignton) 

Senator Pastore. I lost two members of my bloc in the last election. 

Mr. Dunperman. Senator, my name is Harold Dunderman. I 
would just like to say a few words about the unjustified tariff in- 
creases that have been put into effect in some of these countries. 
As an example, Venezuela. We have been shipping to that country, 
oh, 29 million to 30 million square yards of the cotton goods a year; 
as recent as last year those were the figures. The duties were in- 
creased in April of this year as much as 100 percent to as much as 600 
percent on certain fabrics. The result of it is that our exports at 
the present time have been reduced to about 120,000 square yards per 
month as against approximately 214 million square yards per month. 

Senator Pastore. You know what I would like to have you do on 
that, I think you ought to be a little more specific. Could you give to 
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Dr. Miernyk the countries where that happened and the exact figures? 

Mr. Dunprrman. This is Venezuela that I am discussing at the 
moment. 

Senator Pastore. Well, that was developed by you. 

Mr. Stncer. That is right. 

Mr. DunperMAN. Those increases were put into effect, even against 
the wishes of the five largest producing mills in the country. They 
went to the trouble of publishing this advertisement, signed by the 
five largest producers in Venezuela, and translation of this reads as 
follows. Itisnotlong. [Reading:] 

The representatives of the genuine national cotton textile industry which 
produces approximately 80 percent of the national cotton fabrics with Vene- 
zuelan cotton wish to state hereby that they are not in favor of an excessive in- 
crease in the customs duties requested by the Venezuelan Textile Association 
which is controlled by the leading rayon enterprises. The National Cotton 
Yextile Enterprises consider the excessive increase in custom duties as some- 
thing harmful to the consumer due to the fact that the cotton industry of the 
country are unable to fulfill their total demand of cotton fabrics that are being 
imported today and that cannot be produced with the national cotton and also 
consider that it would also be greatly harmful to the national economy in 
general and in particular to the national garment industry that involves a large 
number of labor. However, the national cotton industry maintains its position 
in favor of a moderate and prompt increase in the customs duties affecting 
items which are in definite competition directly or indirectly to the national 
cotton textile industry. 

To cite only one example of what this increase meant, taking one 
fabric costing 3214 cents per yard in this country, the previous duty 
was 27 cents per yard, resulting in a price to the consumer of ap- 
proximately 80 to 85 cents American money. Under the increase 
in duty on that one item, it has been increased to 54 cents duty, result- 
ing in a price to the consumer between $1.15 and $1.25 per yard on 
items that they are not able to produce in their country at the present 
time, and won’t be able for a long time. 

Senator Pastore. All right, sir, and if you have any further figures 
to develop, will you give them to Dr. Miernyk? 

All right, gentlemen, thank you very, very much. Now we are 
going to hear from Mr. Klurfeld. 


STATEMENT OF ARTHUR M. KLURFELD, EXECUTIVE DIRECTOR, 
TEXTILE FABRICS ASSOCIATION, NEW YORK, N. Y. 


Mr. Kuurretp. Mr. Chairman, rather than read my statement, I 
would like to ask that it be inserted in the record at this point, and 
1 would like to, if I may, speak in an informal way on the points that 
I have covered here. 1 think it would be clearer for purposes of the 
committee and I would like to elaborate, if I may, in the allotted time 
on some of the points. 

(The full statement of Mr. Klurfeld follows :) 


Mr. Chairman, I appreciate the opportunity to appear before this committee 
to present some of the important problems facing the textile industry at the 
present time. We recognize that some of these problems will require remedial 
legislation for their solution, while others will require a change in the attitude 
of the executive branch of our Government toward existing laws that affect 
the textile industry. 

The Textile Fabrics Association for which I speak here today is composed 
of the leading cotton converters in the United States who produce finished cotton 
fabrics for sale to garment manufacturers, wholesalers and retailers in this 
country. Our members also do a considerable export business. 
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The first problem which we would like to present to you relates to exports 
of cotton fabrics to Canada. Canada has for many years represented an im- 
portant market for American-made fabrics and in recent years its importance 
has increased because so many other countries have entirely closed their doors 
to our cotton fabrics. Our country has prided itself on the fact that Canada 
is the best customer for our products and that we have the same position with 
regard to her products. 

Canadian consumers have shown a keen desire for American-made fabrics 
because they represent the best in styling and in finishes. For that reason 
we have been able to increase our exports of cotton fabrics to Canada in the 
last few years. 

In order to reverse that trend the Canadian textile industry was successful 
in inducing the Parliament to pass a law that sets up a highly artificial defini- 
tion of “dumping.” Even though American-made cotton fabrics are sold to 
Canada at the same prices at which they are sold in the United States, under 
this new law a sale can be considered dumping if the price at which the goods 
are sold does not equal their definition of cost of production plus a “reasonable 
profit,” as they define it. It is true that under the law the competitive domestic 
industry in Canada must prove injury, but that factor has been given very little 
emphasis by Canadian authorities up to this time. 

At our behest our Government has protested to Canada that their antidumping 
law violates the provisions of the General Agreement on Tariffs and Trade 
(GATT), but the Canadian Government has denied that this amounts to a 
violation of its obligations under that treaty. 

There is no question in our minds but that this law was passed primarily 
to harass the textile industry in the United States and to make it difficult to do 
business with Canada in a normal manner. This conclusion is all the more 
borne out by the fact that Canadian officials have already requested American 
firms to furnish them with detailed information as to their costs of production 
and profits on various types of fabrics. There is no claim that they have any 
present knowledge of dumping under their definition of that term, but they 
request these figures in order to administer the law properly. This request is 
politely made, but the intimation is clear that any firm who refuses to cooperate 
will find that its ability to sell fabrics in the Canadian market will be seriously 
jeopardized by its lack of cooperation. 

We submit that the request by Canadian officials for information relating 
to cost of production and profits on individual types of fabrics is an interference 
into the internal affairs of American business firms against which our Gov- 
ernment should protest strongly. If the Canadian authorities have any reason 
to believe that a particular transaction involving exports of fabrics to Canada 
violates their law, it would seem that their investigation should relate solely to 
that transaction. However, when they attempt to obtain from all firms infor- 
mation regarding their costs of production and profits without having before 
them any particular transactions involving dumping, we submit that our Gov- 
ernment should protect American businessmen from such an investigation into 
the internal management of their businesses. 

We know that this committee has already heard a greaat deal of evidence from 
other witnesses as to the serious effect on the textile industry of imports 
from such countries as Japan. When importers found that quotas had been 
set up on imports of textile products and fabrics from Japan, they saw fit to get 
around these quotas by developing the same or similar products in Hong Kong. 
Labor rates in that crown colony are as low or lower than in Japan and im- 
ports of textile products have very rapidly increased over the past 3 years. 

The type of goods being made in Hong Kong are those that can be sold at 
abnormally low prices and in large volume. Fabrics are readily avaliable either 
from Japan or from mills located in Hong Kong and the government there has 
encouraged the production of such articles for the United States market. 

The tendency in our country has been for our Government not to teke any 
official action in such cases until imports have become a veritable flood. That 
was true in the case of Japanese imports and all indications are that the same 
attitude will be taken with respect to textile products of Hong Kong origin. 

The argument is used by our Government officials that these imports only 
amount to a very small percentage of United States production and therefore 
eannot be harmful to the domestic industry. To anyone acquainted in the least 
with the sale of textile products in this country such a conclusion bespeaks an 
utter lack of knowledge of competitive conditions in the textile industry today. 
The sober facts are that it takes very little in the form of low price imports to 
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upset the entire market for competitive domestic products which then have 
to meet the import competition or remain unsold. 

While we recognize that there exists machinery under the trade agreement 

am for so-called hardship cases, in practice, such an avenue for relief has 
proved to be largely illusory due to the policy of the present administration to 
encourage imports at all costs. It is our considered opinion that this committee 
ean be most helpful in dealing with this particular problem by making a strong 
recommendation for an absolute limit to imports of fabrics and textile products 
from Hong Kong. We submit that this industry should not be required to wait 
until it has suffered serious injury from imports from Hong Kong as a condition 
to obtaining the necessary relief. 

One of the most serious problems facing converters of fabrics is the copying 
of designs. The styling of fabrics each season with new and unusual patterns 
is the one single factor that sets apart the products of various firms. Very sub- 
stantial amounts of money are spent each year by converters to create indi- 
viduality in their designs as a means of stimulating consumer interest. Some 
firms maintain their own design studios, but for the most part designs are 
created by independent studios who sell their designs to the trade. The cost 
of these designs represents an important part of the overall cost of production 
of fabrics. 

When a converter puts out a new line of fabrics, he can only gage which of 
these designs is most acceptable to the trade by the orders he receives. Normally, 
in the case of those designs which are best received, he would be inclined to 
manufacture a fairly substantial quantity to meet the needs of his customers. 
However, he is, unfortunately, deterred from printing up any large amounts by 
the fear that those designs will be copied by others on fabrics of inferior quality 
which permit them to be sold at a substantially lower price. This practice 
is quite demoralizing to a firm that tries to create new and different designs 
each season. The copyist is properly known as a pirate in the industry because 
he is seizing the property of another firm without notice and without permission 
or right. 

We have been working very diligently on this problem and we believe the only 
solution to it is Federal legislation that will prohibit the practice of pirating 
designs, whether in the textile industry or any other industry. We expect 
to have a bill introduced in the next session of the Congress that should accom- 
plish this objective for all industries. Inasmuch as it is a major problem in 
the textile industry, we urge that this committee support our efforts in this 
regard by a strong recommendation in its report to the Congress. 

There is already evidence that such countries as Japan intend to press for 
reductions in the present rates of duty on cotton fabrics at the forthcoming ne- 
gotiations at Geneva. The attitude taken by our Government under the trade 
agreement program is that such reductions should be granted since the author- 
ity for them exists under the trade agreement program. In effect, the practice 
has been to negotiate reductions in duties first and thereafter place domestic 
industry under the burden of proving it has been seriously injured by these re- 
ductions. Of course, the administration goes through the formality of so-called 
hearings before these negotiations take place, but in practice the hearings are 
merely window dressing and the views expressed by domestic industry are given 
little or no weight. 

It is our view that our Government already has more than sufficient data in its 
possession to warrant making a decision that no further reductions in existing 
rates of duty on cotton textiles are advisable. The record before this committee 
is already replete with testimony from numerous witnesses to the effect that they 
cannot meet Japanese competition even at existing rates of duty. The answer to 
this by the proponents of lower rates of duty is not a denial, but rather a lofty 
statement to the effect that the Japanese economy must be sustained at all costs 
to prevent it from coming under Communist domination. 

Our answer to this statement is that, if it is true, the textile industry should 
not be made to pay the cost of preventing such an eventuality. Moreover, it is our 
considered view that the textile industry in Japan cannot look for a larger share 
of the United States market as a solution to its problem, but must develop its mar- 
oa _ other parts of the world that normally purchased, in the past, Japanese 
extiles. 

The only purpose in reducing the present rates of duty on cotton fabrics would 
be to increase the quantity of Japanese fabrics that would be imported into the 
United States. We cannot see how the textile industry in our country can be ex- 
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pected to accept a larger quantity of fabrics and textile products from Japan at 
even lower prices than exist today. The position of the textile industry in terms 
of profits is already much too precarious under existing conditions. In our 
considered judgment, any further dislocations resulting from even a threat of 
lower rates of duty can be disastrous. 

We believe that this committee will be performing an excellent service if it 
gives due recognition to the four major problems that we outlined. The textile 
industry would like nothing better than to demonstrate it can thrive if it is per- 
mitted to work under fair, competitive conditions. To bring this about we believe 
will require some remedial legislation as well as a change in the attitude of 
our Government in administering existing laws. 

Mr. Kuurrexp. First of all, let me say my name is Arthur M. Klur- 
feld, and I am executive director of the Textile Fabrics Association, 
which represents the cotton converters in the United States. Our 
members purchase the fabrics in the greige from the mills and pro- 
ceed to have them finished and then sell them to the trade, both retail, 
wholesale, and the cutter or garment trade. 

I know that you have heard a great deal of testimony on various 
problems that have come up, and I want to touch first upon one that 
relates closely to what the witnesses who preceded me spoke about, 
and that is exports from the United States. I want to speak particu- 
larly of our exports to Canada. 

It happens that our members export a great deal of fabrics, consider- 
able yar age to Canada; in fact, today Canada is our largest export 
market. ‘To show you the difference between the way we treat im- 


ports from other countries in relation to textiles and the way those 
countries treat their own industries, I think Canada is an excellent ex- 
ample, because the general impression given is that there is no barrier 
between the United States and Canada; there is no fence at the border, 


and trade flows freely. 

Well, in the case of textiles, I am afraid that is rapidly going to 
become something of the past. It happens that I was up in Canada 
representing our industry on a tariff rate hearing up there where the 
Canadian cotton textile industry wants increases on all textiles im- 
ported into Canada. When I say all textiles, I mean they started with 
wool, they have now gone on to cottons, and they were to go on to 
synthetics; it will cover the whole range, both on fabrics, yarns and 
finished products, wearing apparel. 

Now, in a period where the tendency is supposed to be toward break- 
ing down tariff barriers under our trade agreements program and the 
Canadians are supposed to be signatories to GATT, which is in favor 
of lowering the tariff barriers, what do we find? We find that the 
Canadian industry, which is infinitesimally smaller, the Canadian 
textile industry which is infinitesimally smaller in the Canadian econ- 
omy, has already been successful in getting their country to pass a 
so-called antidumping law. 

Now, this law is about the most vicious thing that we have seen in 
the field of tariffs. It is much more of a stringent restriction than any 
tariff rate could be, because the way they are going to administer it is 
this: If anyone sells any fabrics to Canada at a price that is lower 
than his cost of production, as they estimate it, plus what they call a 
reasonable profit, that will automatically be considered dumping. It 
won’t matter whether the oo that the goods are sold to Canada are 
no lower than the price that the same goods are sold in the United 
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States market; it still will be considered dumping under their new 
formula. dak 

Senator Pastore. What do you mean by cost; cost of production in 
Canada or the sending country ? 

Mr. Kuurretp. Cost here; in fact, I want to touch upon that as to 
how they are going about that. Now, I have had a lot of background 
in the tariff field. I was with the Government years ago in the Treas- 
ury Department, and I have sort of kept my hand in the whole tariff 
field since then, and I can say to you, sir, without any fear of contra- 
diction, that our Government already has indicated to Canada that 
their definition of dumping is a violation of Canada’s commitment 
under GATT, which sets up a very different basis of how to set up 
evaluation of imports. 

Senator Pastore. Is that official ? 

Mr. Kuurrevp. Yes, sir; the law was just passed here a few months 


0. 
Pastore. I mean the attitude of the United States 
Government ? 

Mr. Kuurrevp. Yes, sir, there has been an exchange of official notes. 
As a matter of fact, I might say, we brought this to the attention of 
our State Department and our Commerce Department even before the 
law was passed. When I was in Canada, we were aware of the fact 
that law had been introduced into the last session of the Parliament, 
and when I got back we went down to Washington and protested to 
our State Department and our Commerce Department. 

We had one joint conference and I might say that they were very 
cooperative. They admitted right then and there, that this was a 
violation of GATT and we were successful in getting them to inter- 
cede on a formal basis with the Canadian Government even before 
the law was passed by the Parliament. That was subsequently fol- 
lowed by a formal exchange of notes. 

Well, the end result of all this has been that the Canadians absolutely 


deny they are violating their obligation under GATT and presumably 
our Government will file a formal sens before either this session 


of GATT or the next one in an e 
signatories. 
ut I want to explain just how far the Canadians have gone in fol- 
lowing up this law. Now ordinarily, under our tariff laws, where 
we have an antidumping provision too, what happens is this: If goods 
come in from a foreign country where our Treasury Department has 
reason to believe that it might amount to dumping, an investigation 
is started as to those specific goods. That I might say has been the 
ordinary way in which that problem is approached. But the Ca- 
nadians have done an entirely different thing. They have sent men 
from their Customs Department down here and have asked the indus- 
try, even before they have any suspicion that anybody is dumping, to 
ate them complete data as to their cost of production and their 
profits. 
Now, there has been a great deal of resistance to that understand- 
ably. We don’t feel that they have the right to ask for such data. I 
uestion whether even our Government would want to delve that 
closely into the intimate details. The last time I know of any such 
thing having been done was during the OPA days, and that was be- 


ort to have that settled by the 
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cause of a war emergency, and not because they were entering into 
a fishing expedition. But this is strictly a fishing expedition in the 
first instance. They have an artificial definition of cost of production, 
and nobody knows what their concept of what is a reasonable profit, 
They haven’t the faintest idea of how the industry is set up here be- 
cause profits will vary from firm to firm, depending on how the firm 
is set up, and whether it is integrated or semi-integrated or not inte- 
grated at all. 

In the meantime, what they have done is the Canadian cotton tex- 
tile industry has accomplished exactly what it set out to do. It has 
slowed up completely the normal trade between Canada and_ the 
United States. In today’s Daily News record there is a story which 
indicates the trade show was being held in Winnipeg in which the 
Canadian garment association would normally purchase a substantial 
quantity of fabrics from the United States. And the story from this 
reporter says in effect that they are very hesitant about placing orders 
with the United States sources because of this antidumping law. It 
is a sword hanging over their heads, because they don’t know whether 
6 months or a year from now the Canadian customs authorities might 
decide, “Well, this price that you paid amounts to dumping, and it 
is hurting the Canadian industry and, therefore, we are going to 
charge you with X amount more of dollars on goods which you long 
ago have processed and sold.” 

I mention that as an example of the contrast between the openness 
of our markets to other countries in contrast to what other countries 
are doing to us. 

And Canada—we do the largest trade overall with Canada on both 
ways, in and out, yet the tendency seems to be that where a small in- 
dustry like the textile industry in Canada, goes to their Government 
and pleads that they have a problem, they get a willing ear, they get 
action, and there is no hesitancy about whether or not it complies with 
treaty arrangements or not, they just do it. 

Now, I would say, I understand and I listened to you very intently 
and I am inclined to agree with you that this committee cannot per- 
form miracles. But from our viewpoint, even placing this on the ree- 
ord and even having this committee take cognizance of these as prob- 
lems, will be worth a great deal. We don’t see it. We have been ac- 
cused, for example, of exaggeration, of misrepresentation. These are 
not misrepresentations or exaggerations; these are facts we are giving 
you. These are facts which no one can deny. 

In fact, I might say that I have the distinct impression that Cana- 
da’s action in this antidumping field on textiles, and mind you, it was 
generally admitted in Canada that this is done not only at the behest 
of the Canadian textile industry, but solely for their advantage, that 
there was no other problem with regard to other products, and there is 
a vee of general applicability that was done at the behest of just one 
industry. 

Senator Pastore. Do I understand you correctly, sir, that one of 
the remedies under this antidumping law in Canada is that the pur- 
chaser of the goods can be charged a differential later on? 

Mr. Kuurrexp. Yes, sir. 

Senator Pastore. In other words, it isn’t the blocking of the im- 
portation of the goods as the final relief. They can actually come in 
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and assess damages as between what they thought the actual value was? 

Mr. Kuurrevp. The actual value should have been. 

Senator Pasrore. That is right? 

Mr. Kuurrev. Yes, sir, the difference between the so-called inter- 
value, which is the invoice price, usually, the export price, and what 
they say should have been a reasonable price. 

Donte Pastore. Now how long has this law been in existence? 

Mr. Kuurrevp. Actually, it has been in existence now, I believe, 
about 2to3 months. It is very recent. They are only in the process of 
making their investigations and there is another feature to it. 

Senator Pastore. Can you do this for us: Can you give us, if it is 
obtainable, just to what degree, for the last 3 months these exports have 
been slowed down, in figures ? 

Mr. Kuurrevp. We would be able, I think, between us and the Tex- 
tile Export Association. 

Senator Pasrore. Will you do that for us? Take your same 3 
months and run it back for 5 years. 

Mr. Kuiurrerp. I was starting to say, the official figures, usually 
there is a slack of about 3 to 4 months on the official figures. It may be 
difficult to get you those without making an actual survey among the 
firms 


Senator Pastore. Well, you watch it and give it to our committee. 
We don’t have to report until January 31. This is a very, very inter- 
esting point that you raise. 

Mr. Kiurretp. We should be able to give you some idea of the re- 
duction in exports that resulted just from the threat of this law being 
administered. 

The second problem I wanted to talk about is what is happening in 
the Far East insofar as exports to the United States are concerned. 
We have been working under this so-called voluntary Japanese quota 
and I agree with a statement made by Mr. Jackson yesterday that on 
the whole it has worked fairly well. But the point I want to make 
with regard to it is this: that as long as it is a so-called voluntary 
thing, it lends itself to a unilateral pressure for reopening on the 
part of the Japanese Government and we already see evidence of that. 

In other words, I don’t want to use harsh words, but I think if it 
is to be a quota, and we in the textile industry are to have the pro- 
tection of a quota, then we should have a legal status to this and not 
just a so-called voluntary status to it. The industry needs stability. 
That is one of the things, when you speak of what does this industry 
need most to get back on its feet, it needs the knowledge that these 
are the conditions under which it will work and that these condi- 
tions, for the most part, will remain constant. And if we have hang- 
ing over us a change of a quota of that sort, periodically every 2 years 
or so, then you are not going to get that stability that we need and if 
our Government enters into this on an official basis and forgets about 
the fact that it is pledged not to favor quotas, because we needn’t kid 
ourselves, they may say that as an official policy, but for our purp 
we treat this as though it were an official act of our Government, an 
I would say that the logical and the proper thing would be to follow 
on through on that and to give it an official status so that it cannot 
be disrupted periodically and have it reexamined and have the in- 
dustry disrupted by even a threat of higher quotas. 
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Now, in terms of that same quota thing, it is the old story if you 
have a balloon and you squeeze it at one end, it is going to puff out 
at the other, and that is what has happened here. 

Your importers, and I know many of them very well, are ingenious. 
If you push them out of one market, they will seek to find another 
market to bring in the very same goods, and that is exactly what has 
happened here. The whole development of industry of textiles and 
textile products, apparel, in Hong Kong, really occurred subsequent 
to the Japanese setting up their informal quotas. As soon as that was 
eliminated and everyone was fixed in their quota and importers found 
that they couldn’t bring in the desired quantity of certain types of 
things from Japan, they saw fit to set up what amounts to a totally 
new industry in Hong Kong. Now what is happening there is simply 
this, that as the demand occurs in the United States for products, the 
capital is available in Hong Kong to build these new plants. 

And I might say, I don’t know whether this is generally known, but 
these plants for the most. part are being built in that area of Hong 
Kong which by treaty will go back to Communist China in 1997, and 
in spite of the threat that all of that land with all of the buildings on 
it will become part and parcel a part of Communist China when that 
year occurs, which is some 33 years away, industry there is not fearful. 
It is willing to run the risk of going to the expenditure of buildin 
brandnew textile plants to develop markets in the United States, an 
I might say that those plants are selling 99 percent for the United 
States market, the type of product they are making is for the United 
States market. 

Senator Pastore. Now can you document that ? 

Mr. Kuurrexvp. Yes, sir, I can document it from firsthand knowl- 
edge. I just returned from Hong Kong here about 2 weeks ago. I 
saw these plants. I know that the whole feeling there is that they 
should concentrate on developing the United States as a market for 
textiles and textile products, that the United States represents the 
best market for them. We have already asked our Government in- 
formally to do something about that by way of setting up quotas. 

I know the Cotton Export Association, the Textile Export Asso- 
ciation has done the same thing. 

The difficulty with this whats problem is the tendency to wait until 
the flow of exports becomes such a deluge that the industry is almost 
ruined, and then they set a percentage of that. Well, when you set a 
percentage of an abnormally high export amount of a given year, you 
are still giving them a very good market. And we would say that 
if anything is to be done in this field, it should be done promptly 
because the more these people are encouraged to feel that the way is 

open to ship goods into this market without any restrictions, and 
mind you the duty doesn’t bother them in the least, the labor rates 
are low, the labor force is available, even the technical training is 
available. 

Senator Pastore. Now, when I spoke of documentation, I was 
wondering if you could give us the categories and yardage with re- 
a to the period that the quota has been invoked voluntarily by 
Japan ¢ 

r. Kiuorrevp. We can supply that information. 

Senator Pastore. I bed if e to have that documentation in the 

record. In other words, I would like to know how much was coming 
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in from Hong Kong before the quota was instituted and how much is 
coming from Hong Kong now that the quota is instituted and in 
what categories. That is the documentation I want. 

Mr. Kiurrexip. We will be very happy to furnish that, sir. 

Now, I might say that in our minds—it doesn’t make any difference. 
We are not trying to concentrate our criticism on Japan—it doesn’t 
make any difference whether the goods come from Japan or Hong 
Kong or any other place if they come from these low-wage areas. 

As has been explained to you so fully, where even though their 
productivity is not equal to ours, at the border, at the port of entry 
where their prices are so much lower than we can manufacture those 
goods here, we have no way of competing with them and no tariff 
rate that we can conceive of could possibly solve the problem. The 
only solution that we can see is an absolute quota on various types 
of items that they are now exporting. 

I want to touch on a satan which I don’t know but I don’t be- 
lieve has been as yet presented to your committee and it is outside 
the field of tariffs. It is an internal problem. I hope you haven’t 
gained the impression that the millenium will be reached if we can 
solve our problems with imports from Japan and other low-cost 
countries. We, in the textile industry, realize that there are other 
problems as well. There are some which we couldn’t properly ask 
the Government to interfere in. They are problems of internal man- 
agement of the type of competition which our free enterprise system 
aoa and yet which is doing a great deal of harm to the industry 
because of the way it is set up. 

But there is one problem which we do believe that Federal legisla- 
tion would do a great deal of good in and that is what we call the 
problem of design piracy. You probably know of styling in terms 
of textiles and you have heard testimony from the witness for the 
British importers. He pointed out that the British goods were styled 
: a unique fashion, therefore, they are not competitive with American 

abrics. 

Well, the styling of any type of fabric today has increased to such 
an extent that it has become probably as important a factor as any 
other factor in terms of what will sell fabrics. Our people endeavor 
to produce as many original and unique designs in their fabrics in 
order to sell their products and create consumer demand. 

Well, unfortunately, when a man produces a new design at present 
there is very little opportunity for him to get any protection on that 
design in terms of any legal protection. We find that there are cer- 
tain firms who make it a practice to explore the market as to what are 
the best designs and proceed to copy them with impugnity on lower 
cost fabrics, creaper fabrics, lower quality fabrics, and then sell them 
at a much lower price. Well, that has caused tremendous dislocations 
in this industry. This problem is common to any type of textile, 
whether it is synthetics or cottons or combinations of the two or even 
woolens, anything where style is a factor, the style, I might say, has 

come predominantly of more importance as time has gone on. 

Well, you can see what happens. If someone puts out something 
that it well accepted in the market, he has spent the money, the time 
and all creating that design, and after he sells a certain yardage, 
somebody knocks it off. Well, that ends it for him. He is through. 


29350—59—pt. 4——-12 
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He cannot sell against that type of competition and it has caused 
tremendous losses in the industry. 

We have been working very hard on this problem and I might say 
that we have received a great deal of encouragement, both from other 
industries who have the same problem as we, and from certain Govern- 
ment sources as well, and we would like, if you would, to include this 
as one of the type of recommendations that would tend to bring about 
stability to the textile industry. 

If a man can plan a line and then if a few of the styles in that line 
happen to click, we believe he should get the advantage of that by 
selling a normal yardage that he would expect to offset those designs 
which don’t sell. 

Senator Pastore. How would you do it? How are you going to 
stop anybody from copying a Christian Dior? Now, how are you 
going to stop that ? 

Mr. Kuvurrevp. Well, when you say “How are you going to stop 
it?” the answer is that if there is a recognition of the problem, we 
believe that legislation can be drafted so that where the design is 
sufficiently individualistic, the creator of that design can register that 
— with a Government agency and protect it for a limited period 
of time. 

Senator Pastore. You mean like a copyright? 

Mr. Kuurretp. That is right, but it would have additional features 
to it beyond the copyright. 

Senator Pastore. I am afraid if we begin to get into that, we are 
going to touch a field that is going to be very controversial and you 
are going to overshadow the very ebjective of this investigation. Now 
I think that what you are saying merits a lot of attention and study, 
but I don’t think that we are going to have the opportunity to get 
into that to the extent necessary. This is the first time this has come 
up. 
Pur. Kuurretp. Yes, sir. 

Senator Pastorr. We would have to follow that through to quite 
some detail. You cannot walk along Fifth Avenue, if they don’t 
show you a shoe that was made in London, and what it costs, and this 
is what is made in the United States of America, and it is that much 
cheaper, and you can go to any dress shop here in New York and they 
will show you copies of the best stylists in the world. 

Mr. Kuurrerp. Oh, yes. 

Senator Pasrorr. How am I going to meet that on this hearing? 
My goodness gracious, you are dropping a bombshell here. 

Mr. Kuurrextp. Well, I grant you, and I agree with you 

Senator Pastors. I would prefer to leave that to some other time. 
I tell you very frankly, you are opening up a door here that could be 
a Pandora’s box. I am afraid that if we get into that, we are going 
to actually weaken the other points of our recommendations. 

Mr. Kuiurrerp. I see. Well, I won’t pursue that line any further. 

I want to say one more thing as a general observation. I know you 
have already been quoted as saying that this committee cannot upset 
the present trade agreement program. 

Senator Pastore. That is right. 

Mr. Kuorretp. But I do want to say this for the record apropos 
of that. I am very well versed in that whole program. I think it 
bears saying as a constructive criticism and one which we think we 
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could document if necessary, and that is this: The domestic indust 
as a whole has obtained certain concessions, safeguards, if you will, 
under this law. Our whole experience has been that no matter how 
much these safeguards have been tightened, like the escape-clause 

rocedure as a primary example of that, the administration of the 
aw has been such that it has always been against a liberal construc- 
tion of those provinces in the way in which we believe Congress 
intended them. 

In other words, we have a remedy without relief. In practice, the 
ePennee is there, the theoretical remedy is there. If we go to one 
of the departments, like to the Commerce Department, for example, 
on this Hong Kong problem, their answer was, “Well, you have an 
avenue for relief. File a petition under the escape-clause procedure.” 

Well, I only want to say, and I will say it very briefly, that is a 
very illusory remedy for us. Other industries have tried it and most 
of them have found in spite of their efforts they have gotten nowhere. 
We in the textile industry feel that you cannot take one product and 
isolate it, make out a case for that, and attempt to get he administra- 
tion to see that in a sufficiently important way to warrant their taking 
positive action as to that. 

Senator Pasrore. Now on that point, I slightly disagree with you 
in this respect, because I think we have a special situation in this tex- 
tile industry, and that has been borne out by the fact here, that it has 
been pointed out time and time again, that one of the first uses that 
foreign aid money is put to in rehabilitation in a nation is in building 
textile mills. I think myself, that the administration ought to be 
conscious of the realities of life. 

We are talking about that in the Philippines. You notice that was 
developed here. It has happened in South Korea, and it happened 
in Japan. I suppose it would happen in other nations of the world. 
It is a staple that people get into immediately in any reconstruction 

riod, ana here you are met with a situation that the textile industry 

as not shown the same progress in America over the past 10 years 
that is commensurate with the ordinary gradual development of our 
economy as a whole. 

Now all these, I think, are special considerations. We are over- 

roducing in the textile field annually and all I am saying is that I am 

oping this administration will become alerted to the fact that this 
is so and that this is a little different than some of the other facets of 
our economy and they ought to give this special attention, and that is 
what I am hoping for. 

Now what I did say when I said we can’t change the whole pano- 
rama of reciprocal trade, I meant by this, that through this investi- 
gation of the textile industry, I don’t think that we are basically going 
to change the whole philosophy of reciprocal trade policy in the 
United States of America. Anyone in this room who thinks so is 
just indulging in wishful thinking, but I am hoping by the develop- 
ment of this record and by showing what is happening, that this 
administration will be alerted to exercise some of this power that it 
has, and possibly we can do something along the lines that Mr. Thur- 
mond has suggested, even from an action on the part of the Congress 
to see if we can’t bring about some understanding, just so this textile 
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industry won’t be injured any further than it has been injured. I 
am hopeful that maybe we can do that. 

Mr. Kuurrexp. Well, sir, perhaps I didn’t make my point clear. 
Everything you say I Scamits agree with. My point was this, that 
taking the escape-clause procedure as an example, it is theoretically 
a remedy but it is supposed to be a remedy for an individual product, 
like say, shirts or blouses, or what have you. Now, if the industry 
comes forward, that part of the industry that happens to be affected 
by imports of that particular commodity, the administration’s atti- 
tude is, Oh, that is unimportant in the overall scheme of things, we 
don’t have to give them any relief, because actually dollarwise, or 
employmentwise, they are unimportant. 

To a large extent, the very remedy itself disarms us from the type 
of relief we want. If we fall in with the scheme of things by having 
a series of individual escape-clause applications, I firmly believe we 
will get nowhere with them individually. What we are trying to 
do ties in with what you have just said, sir, that we are trying to 
present this as an overall problem. This is not a matter of isolating 
individual commodities. It is an overall problem that hits the whole 
textile industry. 

If blouses, for example, or shirts, are imported in large volume, 
it doesn’t only affect the particular domestic manufacturers of those 
competitive items, it affects the suppliers of the finished fabrics. It 
affects the mills that produce the greige goods. Those people have 
no standing in such an escape-clause procedure, and yet they are just 
as vitally affected by the end result of those imports as the very manu- 
facturers of the end products themselves. 

So what I am trying to say is that it is a delusion for us to look 
toward that avenue for relief. We would rather have this committee 
see this from the broader perspective, that it is an integrated in- 
dustry. There are interrelationships here. 

Senator Pastore. All right, and you said you have had a lot of 
experience in this. What do you suggest ? 

r. Kiurreip. I would suggest, sir, that to the extent that the 
procedure is set up where it lends itself to a proper case of hardship, 
if that industry sees fit to go forward on it, that is their outlook. 

In other words, if, for example, the shirt manufacturers decide that 
they have been sufficiently hurt by imports from Japan and Hong 
Kong, and want to file an escape-clause procedure, that should not 
bar the industry as a whole from going to the Congress and saying, 
“No; this isn’t just something that affects the shirt people, this is 
something that affects the textile industry as a whole, and we have 
no standing in that proceeding, and therefore, we shouldn’t be barred 
from having you look upon this problem as an overall problem.” 

Senator Pasrore. Yes, sir, but what would you do? 

Mr. Kuurretp. I would say as far as the Congress is concerned, 
it has got to recognize that major industries are entitled to be treated 
by changes in the laws that apply to the industry as a whole. 

Senator Pastore. Yes, sir; yes, sir, but I am trying to pin you 
down, and you won’t let me. I mean, what would you recommend 
as legislation ¢ 

Mr. Kuurrexp. I would say that as legislation, that there should 
be definite procedures set up where an industry as a whole can show 
that it is being injured by imports—— 
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Senator Pasrore. Under the escape clause? 

Mr. Kuurretp. Not under the escape clause, on a broader scale, 
when the industry as a whole can show what you might have to 
show as an individual industry—— 

Senator Pastore. Where would you show it ? 

Mr. Kuvorrevp. You would show it under another type of pro- 
ceeding. 

Senator Pastore. But what other type of proceeding? 

Mr. Kuurrexp. It would have to be a parallel proceeding, but a 
much broader one than the escape clause proceeding. The vice in the 
escape clause proceeding, it is like each individual cow or steer walk- 
ing up to have its head chopped off. Now, all of those cows or steers 
are going to be slaughtered, but as long as they can slaughter one at 
a time, it doesn’t look too bad. But in the aggregate, you end up at 
the end of a period with a general slaughter so you might as well talk 
about the knife that is hanging there is going to mean a general 
slaughter. 

Senator Pastorr. Now you must have given this some thought. 
You see, I am not debating with you, I am not quarreling with you, 
I am just trying to find out specifically what you havein mind. You 
say some other kind of proceeding. 

Senator THurmonp. Who would you go before in that proceeding, 
the Tariff Commission or whom ? 

Mr. Kuurrevp. I would say, as far as a proceeding of that sort is 
concerned, that if it affects a major industry like the textile industry, 
it warrants direct congressional relief. 

Senator Pasrorr. You mean that the Congress would set the quota? 

Mr. Kuurrevp. Yes, sir, not in terms of set the quota, but would 
set the policy under which a quota would be set. In other words, the 
Congress has got to create the framework where an industry like the 
textile industry which cannot make out an escape clause case on every 
individual product should be able to come to the Congress and say, 
“We believe that this industry needs this kind of relief,” and that a 
law should be then entertained and hearings held and so forth, and 
all machinery set up, whereby: 

Senator Pastore. All right. Put yourself in the place of Pastore 
or Thurmond at the moment. We are going back there in January. 
What kind of law would you introduce? 

Mr. Kuurrevp. I would introduce a law that would in effect recog- 
nize that there may be economic conditions under which an industry 
as a whole—— 

Senator Pastore. But you are still writing the “whereases”—get 
down to the meat of the law. 

Mr. Kuvurrevtp. The meat of the law would be if we can show that 
imports have taken a disproportionate part of this market or repre- 
sent a type of unfair competition which the industry as a whole can- 
not meet, that there should be a remedy in the way of positive quotas 
to put us on a basis where we will know that only a certain amount 
of those goods will come into this market and affect the stability of it. 

Senator THurmonp. Who would make that determination? I 
think that is what the chairman has in mind. 

Mr. Kuurrexp. I would say that in the last analysis it would have 
to be an administrative determination because you would have to pre- 





1388 PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


sent the facts. I think as far as the committee is concerned it is the 
framework which is lacking today. The general impression in the 
administration is, as I said, you have your escape clause procedure, 
here is your remedy. 

I would like to point out that is an illusory remedy, not only in the 
way it is bein ministered, but in terms of the evidence that you 
have heard. This is not a matter of pinpointing individual types of 
fabrics or individual end products, it 1s a problem that hits the indus- 
try as a whole and I think that there must be parallel legislation that 
allows the industry as a whole to present a case from every ramifica- 
tion and not, as I said, as each steer approaching the cutting knife to. 
be slaughtered. 

Senator Pastore. Well, couldn’t that be worked out in peril point 
procedure ? 

Kuurreip. The peril point procedure, unfortunately, has 
worked very, very poorly, as far as we are concerned. 

Senator Cee Well, I am afraid that the people who have been 
making the decisions have not been active and alive to what the real 
situation here is. 

Senator THurmonp. You blame the peril point decision? Iam just 
asking. I am interested in seeing something done for our textile 
people, but with regard to the peril point, do you blame the Tariff 
Commission for not acting favorably in more cases, or the administra- 
tive authorities for not sustaining the Tariff Commission or both ? 

Mr. Kuurretp. I can say this to you, sir, before the last decrees in 
duty were put into effect, by which Japanese textiles got the benefit, 
just before the last Trade Agreements Act expired, if you will recall, 

know that the Tariff Commission, and this was perhaps unwittingly, 
were using figures which did not represent current imports at that time 
from Japan. They were using figures of domestic production and 
comparative imports to set up their peril point, because when I went 
down to discuss the very problem with them, I was told after they had 
made their peril point finding, “Well, they do not understand how the 
industry can complain. The situation isn’t bad.” What had hap- 
pened of course—— 

Senator THurmonp. In other words, you take the position that the 
figures upon which they have based their decisions have not been up to 
date figures? Isthat the point you are making? 

Mr. Kuurrerp. Yes, sir; what is even worse, Senator, is that what 
actually happens here, the reason the peril point provision is an illu- 
sory remedy is this: It is based on a situation that occurs before the 
decrees in the tariff take place. They are not speculating or trying to 
guess what the flow of imports will be after the duties are reduced. 
If you examine what happened before the last decree went into effect 
and what happened to imports from Japan after, you will see that 
there was a tremendous increase afterward, so that in effect, the peril 

oint in trying to, even if it took the figures that were current, just 
efore the trade agreement negotiations isn’t meaningful at all if it 
doesn’t project itself into what will happen by virtue of these decrees. 

Senator THurmonp. Now we are looking for ideas. If you have 
any specific ideas upon which you think that Congress ought to act, 
would you turn them over to Dr. Miernyk? 

Mr. Kuvrrerp. I will give you two ideas right now on this peril 
point. First of all—— 
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Senator Pastorr. How much longer are you going to be? 

Mr. Kuurrevp. Just 2 minutes. 

First of all, on the peril point, we think that industry has a right to 
know, that it shouldn’t be a secret as to what the Tariff Commission 
finds is the peril point on the basis of which tariff rates cannot be 
introduced any further. We believe our Government should not in- 
dulge in secrets of that sort, if in fact, we would then be prepared to 
refute the findings that they make. That is No. 1. 

The second thing is that I think the whole concept of the peril 
point must be changed. You cannot take the situation as it exists, 
even the day before the trade agreement rates are negotiated, be- 
cause, as anyone knows, if you reduce the price, any business can 
project the volume of business done—it has to be X percent more— 
A to the extent that you use the peril point at all, it has to be a 
projection in terms of what will be the flow of imports, not what it 
was before, because, if you take what it was before, it has no neces- 
sary relationship to what will be afterward. 

$0 those two things, I would say, would goa long way. 

I personally do not like the peril-point device at all because, ac- 
tually, as long as it is secret, the Government agency that administers 
the trade agreement program, we don’t know whether they are ignor- 
ing it or following it or what. It is just one of those things in 
which we are in the dark. 

We are in the dark as to the whole trade agreement negotiation 
process, and on that we feel very strongly that we should have a 
voice. 

Senator THurmonp. Is there anything specific that you can rec- 
ommend for our consideration? That is what we are looking for. 


If you think of anything further, please turn that over to Dr. 
Miernyk. 

Mr. ects I will be very happy to. 

Senator Pastore. All right; thank you very, very much. I am 
not trying to rush you, but I have three other witnesses and we 
have to conclude this afternoon. 

Mr. Hird ? 


STATEMENT OF SAMUEL HIRD, TREASURER AND VICE PRESIDENT, 
SAMUEL HIRD & SONS, GARFIELD, N. J.; MEMBER, EXECUTIVE 
COMMITTEE, NATIONAL ASSOCIATION OF WOOL MANUFACTURERS 


Mr. Hirp. My name is Samuel Hird. I am treasurer and vice 
president of Samuel Hird & Sons, Garfield, N. J., and also a member 
of the executive committee of the National Association of Wool 
Manufacturers. 

Samuel Hird & Sons was founded in 1897 by Samuel Hird, who 
was my grandfather, and was incorporated 11 years later. Since 
1936 we have operated plants in Clifton and Garfield, N. J., and we 
presently employ about 850 people in these neighboring cities. 

We manufacture worsted piece goods for men’s wear in the popu- 
lar price field, specializing in fancy mixtures. Our mill is vertically 
integrated, which means that we conduct all of the manufacturing 
ances necessary for the conversion of greasy wool and blends 
of wool and manmade fibers into finished cloth ready for cutting. 
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Having had an opportunity to review the record of the hearin 
before this committee on July 8, 9, and 10, this year, I am deeply 
impressed with the weight of testimony which has already been 
iven. The statement by Mr. William I. Kent, president of the 
AWM, is a most clear and complete exposition of the problems 
of the particular branch of the textile industry which I represent. 
There is little factual data that I can add, but I would like to en- 
dorse the statement which he made on behalf of the association. 

Perhaps the best evidence to which I can testify personally is 
summarized in the following excerpt from a statement released just 
3 weeks ago in connection with the closing of the Passaic plant of the 
Forstmann Woolen Co. The final paragraph ran as follows: 

Samuel Hird & Sons of Clifton and Garfield is now the only woolen com- 
pany left in this vicinity. As recently as a decade ago, the woolen industry 
in the Greater Passaic area employed about 10,000 persons. 


Certainly, our Government’s tariff policy is not the only factor 
responsible for the attrition in this branch of the textile industry 
since the war. Changes in dress habits and the increased production 
and use of synthetic fabrics have both been very significant factors, 
However, the importance of our tariff policy should not be underesti- 
mated. The greatest damage done by imported goods seems to me to 
be the effect on our price structure. It is almost axiomatic that the 
lowest quotation determines the market price, and there is no doubt 
that the low prices of imported goods have been largely instrumental 
in keeping the domestic price structure so low as to yield the highly 
unsatisfactory profit margins experienced by this industry for the 
last 8 years. 

The accompanying chart, exhibit A, gives a dramatic presentation 


of the profits picture in the textile industry over the past 11 years, 
That is the last page, where you will note the profit rate for all manu- 
facturing since 1951 has been roughly in excess of 10 percent net 


after taxes, based on stockholders’ equities, and the profits in the 
textile mills during the same period have been roughly 5 percent. 

This chart is taken from a recent edition of the Southern Textile 
News and is based on figures gathered by the United States Federal 
Trade Commission and the United States Securities and Exchange 
Commission. It illustrates how poor the return on dollars invested 
in the textile industry has been in comparison with the return on 
dollars invested in all manufacturing industries since 1951. 

The chart covers the entire textile industry and, unfortunately, 
I do not have separate figures for the woolen and worsted bratioll 
There is reason to believe that they would be considerably worse 
even than those charted, since the contraction in the woolen and 
worsted branch has been far more severe than in any other branch 
of the industry. 

A study recently released by the Bureau of Foreign Commerce 
of the United States Department of Commerce, a copy of which is 
submitted herewith as exhibit B, reveals that the imports of wool 
fabrics, apparel, and related manufactures constitute the largest dol- 
lar volume of imports of — of the textile commodity groups, ex- 
ceeding, except in 1956, even the value of the imports of cotton fabrics, 
apparel, and related manufactures. 
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That is this bulletin, which shows in very graphic form the 
volume of imports and exports for each of the major branches of 
the textile industry. 

Senatore Pastore. This exhibit will be made part of the record by 
incorporation. 

(The exhibit referred to follows :) 


ExHIsit A 


PROFIT RATES’ 


Annual Rates ofter toxes besed on slockhoiders’ equity. 


Mr. Hirp. With respect to the influence of prices, I would like 
to point out that, although none of the goods imported from abroad 
are identical with our own, still fine shakskins which come in from 
Japan have forced down the price of our own sharkskins made of 
lower quality wool and lower count yarn. 

To be specific, and besides what is read in the statement, 70s quality 
wool, pick-and-pick sharkskins have come in at $3.95 to $4.25 duty 
paid, landed on the west coast. Our 4900 range sharkskins, which we 
were selling at $3.70 a yard, became unsalable when these goods came 
in at $3.95 to $4.25. They were subsequently lowered by us to $3.60 
and eventually dropped to $3.20 before they were again salable. 

The other aspect of our tariff policy which seems to me to be most 
unfortunate is the uncertainty which it continually imposes on our 
industry. Long-range planning for the future cannot be done capably 
when this sword of Duckies is always hanging over our heads. In 
our own case, the possibility of moving south has been discussed many 
times over the years since the war, and, although there are undoubted 
advantages in labor-cost savings to be had, the one question which 
always remains unanswered is whether these savings will be attainable 
over a long enough period of time to justify the capital investment 
mvolved, or whether the volume of goods coming in from low-wage 
countries will be allowed to grow so large as to make the investment 
useless. How much tariffs may be further cut under the reciprocal 
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trade agreements program is anyone’s guess, and the Geneva reserva- 
tion is, by the very terms under which it is set up, something which 
must end automatically each year and then depend on Presidential 
action to be reinstated. 

It has been argued by some that the textile industry is relatively 
inefficient and that it should, therefore, be relegated to other countries 
while we in turn specialize in the manufacture of automobiles and 
other things which we are supposed to do more efficiently. 

About 2 years ago I had the opportunity of attending the opening 
ceremonies and dedication of a new Ford assembly plant at Mahwah, 
N. J. The plant was working and the visitors were given an oppor- 
tunity to observe the many various operations involved. I was struck 
by the fact that the men on the assembly lines were in general no more 
skilled than many of the people employed by our company. If the 
plant were transported from Mahwah to Japan, I am sure that the 
Japanese could produce cars there to be delivered in this country for 
far less than the cost of producing them here. 

Recently I was told that the largest supplier of sports shirts and 
blouses to 1 of the 2 mail-order giants is buying all of the goods for 
these articles in Japan and having the garments made up in Hong 
Kong. And within the past couple of years, a number of famous 
retailers like Jordan Marsh, J. C. Penney, and Marshall Field have 
announced the opening of buying offices in Japan. 

Twenty years ago, in college, I studied economics and was taught 
all about the benefits of free trade. In theory it is fine, and if the 
world were indeed “one,” free trade would undoubtedly be in the best 
interests of all. Unfortunately, that “one world” seems to be a long 
way off, and in its place we have a cold war with occasional hot spots. 
Under the circumstances, it seems to me that a healthy textile industry 
would be in the best interest of our country for the foreseeable future, 

One of the points made in Mr. Kent’s statement on behalf of the 
association is that a tariff schedule suitable for protection from Eng- 
land and the Continent is wholly inadequate for protection against 
goods imported from Japan. Someone in our company suggested 
that perhaps a system could be devised which would relate the degree 
of tariff protection to the wage rate in the exporting country. If, 
then, lower tariffs were available to countries with higher wage a 
this should serve as an incentive to raising wages and standards o 
living in other parts of the world. 

Senator Pastore. Thank you very much, Mr. Hird. 

Senator THurmonp. No questions. 

Mr. Hirp. At this time I would appreciate an opportunity to say a 
few words in connection with a question that was raised during Mr. 
Stopford’s presentation of his statement. 

Mr. Honig testified that the increase from 25 to 45 percent ad 
valorem did not stop the flow of imported wool goods. A gentleman 
representing the Japanese importing interests challenged his testi- 
mony and stated that no wool goods were imported under the higher 
rate. To borrow a line from the late Al Smith, “Let’s look at the 
record,” 

During the first 7 months of 1957, imports of wool goods from 
Japan were about 6,700,000 square yards. During the last 5 months 
of the year, after the 45-percent duty had gone into effect, imports 
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of wool goods from Japan were over 1 million square yards; in all, 
about 4 million yards came in in 1957 after the duty went up to 45 
reent. 

PThis ear the cutoff date was July 2. A dispatch datelined Tokyo 
in Monday’s Daily News Record carried word from a Japanese official 
that although there had been an appreciable drop in exports of wool 
cloth to the United States during the third quarter, there were signs 
of a marked pickup starting in September. 

Regarding Mr. Smith’s statement that blends made by American 
mills are not included in the Geneva reservation fociauls, he is in- 
correct. American cloth production generally is based on goods con- 
taining 50 percent or more wool by weight. In figuring the basis 
under the Senes reservation, the Government also estimates and 
includes the output of goods containing 25 to 50 percent wool. Imports 
are mainly all wool, but they are being compared with blends, as I 
have just stated. 

If we have figures on our production of all-wool goods, the ratio 
of imports wakes much higher than it is. Thus the importers have 
an advantage due to the way in which American cloth production is 
defined. Moreover, British worsted mills are now developing blends 
of wool and manmade fibers and there is no reason to expect that they 
will not be exporting these to the United States. 

The complete formula used by the Government in calculating the 
Geneva reservation is printed in the 1957 Annual Bulletin of the Na- 
tional Association of Wool Manufacturers, copies of which were dis- 
tributed to the members of the subcommittee some time ago. 

Senator Pastore. All right; thank you, Mr. Hird. 

Senator THurmonp. Thank you very much. 

Senator Pastore. Mr. Hollenbach ? 


STATEMENT OF PAUL HOLLENBACH, SELLING AGENT FOR LAW- 
RENCE BLANKET CO., WORCESTER, MASS., AND PERTH WOOLEN 
CO., BROOKLYN, N. Y. 


Mr. Hotiensacu. I am Paul Hollenbach. I operate a sales agency 
representing the Lawrence Blanket Co., of Worcester, Mass., and the 
Perth Woolen Mill in Brooklyn, N. Y. For the Lawrence Blanket 
Co. we merchandise institutional and bed blankets in the popular-price 
field to governmental units, hotels, chain and department stores and 
Army and Navy stores. For the Perth Woolen Co. we distribute in the 
medium-price field stadium robes, steamer rugs, and perambulator 
robes to chain, department, and specialty stores. My sales agency and 
both mills fall under the classification of small business. 

I would like to direct your attention to competition we encounter 
from part-wool blankets imported into this country. These are utility- 
type blankets used for camping and hunting, by migrant workers and 
sheepherders and for civil defense, firehouses, and some public institu- 
tions. They come largely from Italy and sell in the United States at 
$1.75 to $2 wholesale, transportation and duty paid. Because of the 
low productive costs abroad, these blankets can come into this country 
at nearly half the cost of a blanket of domestic manufacture. 

According to their labels these blankets are 40-percent cotton, 40- 
percent reprocessed wool, and 20-percent rayon. They are merchan- 
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dised to the consumer here as wool blankets. The Journal of Com- 
merce last year reported a declaration of 10,000 bales of 50 blankets 
each to a wholesale distributor in Chicago. 

Official data of the Bureau of the Census, attached to this statement, 
indicate these blankets are entered as being in chief value of cotton, 
This results in a product to sell in this market at $1 less than if they 
entered under the wool schedule, against $1.1714 if entered under the 
wool schedule. 

(The chart referred to follows :) 


Imports into United States for consumption of blankets and blanket cloth, not 
jacquard wholly or in chief value of cotton 


1958 


Janu- | Febru-| March} April | May | June 
ary ary 


In thousands of pounds 


1 Imports of $10,000 or less, if any, included with ‘‘Other.”” 
Source: Bureau of the Census Reports No. FT-110. 


Mr. Hotitensacu. The temptation to undervalue the wool content is 
very great because of the decisive competitive advantage to be gained. 

The importance of correct classification of part-wool blankets is 
greater than on part-wool fabrics. Such fabrics not in chief value 
of wool but containing 17 percent or more wool are specially provided 
for in tariff law paragraph 1122. This paragraph provides for 
assessment of duties under the wool schedule on that pers of the cloth 


which is wool with the balance dutiable under ot 
schedules. 

There is no logical reason why similar treatment does not extend to 
blankets and wool yarns but it does not. Therefore, may I suggest 
that your committee determine what check, if any, the Customs Bureau 
has made on the validity of the classification of these imports as cotton 
blankets rather than wool blankets. 

A year ago these imported blankets were labeled 50-percent wool 
regenerated, 50-percent cotton and artificial fibers. The Wool Prod- 
a i Act does not recognize the terms “regenerated” and 

artificial. 


er appropriate 
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After the Federal Trade Commission stopped this incorrect labelin 
it was changed to 40-percent reprocessed wool, 20-percent rayon, an 
40-percent cotton. May I suggest that your committee find out 
whether the Federal Trade Commission has checked the validity of 
the present labeling of these blankets, particularly the 40-percent re- 
processed wool content. 

The United States in 1957 exported a total of 158,330,000 pounds of 
wool clips and rags, of which Italy took 88 million pounds, or 56 per- 
cent. Now, and here is the significant point, of the 88 million pounds 

ing to Italy only 114 percent were new clips which would entitle 
She ber obtained from them to be labeled as reprocessed wool in 
this country. 

In other words, it seems that our exports to Italy of old or used rags 
and clips and used civilian clothing are coming back to us in improp- 
erly labeled products such as blankets. 

it is to be pointed out that the fiber from these old and used rags 
and clips is reused wool, not reprocessed, under the Wool Labeling 
Act. In this connection, it is interesting to note that a June 1958 
United States consular report from Milan, Italy, said this regarding 
exported Italian blankets: “It should be pointed out, however, that 
these blankets are made mostly of various types of waste.” 

Not only are we at a disadvantage with imports but we also are at 
a disadvantage in domestic competition with other fibers. The new 
labeling law does not require separate labeling for reprocessed or re- 
used cotton or manmade fibers. It is hardly fair to require wool to do 
so. In view of the fine fabrics which can be made of the better wool 
clips it is strange that the unwarranted odium of “reprocessed” should 
be pressed on the consumer’s mind. 

The United States Committee for Reciprocity Information has esti- 
mated American production of blankets containing 25 to 50 percent 
wool, reprocessed wool, or reused wool at less than 2 million pounds 
in 1957. Such blankets coming in from Italy alone are equivalent 
to more than 50 percent of our production. This underscores the 
importance of my suggestions that your committee check whether 
these imported blankets are being properly classified for duty pur- 

ses, whether they are prone labeled, and to determine the feasi- 

ility of extending tariff paragraph 1122 to blankets and yarns. 

Senator Pastore. We will instruct the staff to get to the questions 
you have raised, Mr. Hollenbach. 

Mr. Hotiensacu. Thank you. 

Senator Pastore. Thank you very much, sir. 

Senator THurmonp. Thank you. 

Senator Pastore. Is Mr. Siegel here? 


STATEMENT OF SANFORD H. SIEGEL, PRESIDENT, WILLIAM V. 
SIEGEL CO., INC., NEW YORK CITY 


Mr. Srecex. Yes, sir. 

My name is Sanford H. Siegel, president of William V. Siegel Co., 
Inc., 40 East 34th Street, New York, N. Y. The Siegel Co. is a tex- 
tile sales agency organized in 1939 and catering to the men’s and boys’ 
clothing industry. 

We fabricate, style, and sell on an exclusive basis for the Paragon 
Worsted Co., Providence, R. I., manufacturers of fine worsted fabrics 
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and Tioga Textile Associates, manufacturers of silk, synthetic, and 
worsted fabrics and blends of same. 

Briefly, in fabricating, it is our responsibility to recommend salable 
fabrics utilizing yarns and constructions which can be produced at 
competitive prices. 

In styling we successfully produce a variety of patterns and colors 
which will encourage aiebuiione by the clothing manufacturers, re- 
tailers and, in turn, by the consumer. 

It is, of course, our responsibility to sell the entire productive po- 
tential of the mill. Notwithstanding all of the fabricating, styling, 
and selling ingenuity in our organization, the fine reputation and 
performance of the mills and prices which compete with any domestic 
mill in the country, it has become increasingly difficult to sell suf- 
ficient yardage so that the mills can operate profitably. 

One of the major problems in this regard is the tremendous in- 
crease in inexpensive, fine imported fabrics shipped to this country. 
It has come to a point where a domestic mill, making fine fabrics, 
cannot make a simple style or cloth like flannel, sharkskin, serge, et 
cetera, as the imports are competing pricewise. The manufacturer, 
retailer, and consumer are attracted to the imported label and so a 
domestic mill, in order to compete, has to fabricate and style many 
items which are more unusual than the imports. 

This, of course, puts a tremendous burden on the domestic mills, 
due to the fact that they need so many more fabrics and styles, that 
their efficiency is cut to a point that profit no longer exists. 

We have always been one of the most highly styled agencies in the 
industry, but a mill needs some production runs to go with the difii- 
cult, specialized, and numerous highly styled fabrics which have to 
be more or less custom made. 

This specialized operation entails literally hundreds of yarns, none 
of which can be used to plan production as, with so many, there is no 
way of anticipating which will be most successful. 

If the average restaurant did not plan a portion of their food in 
advance, and limit the variety of food they served, can you imagine 
what kind of service they would give a customer ? 

If Ford made only station wagons and convertibles, what would 
happen to their production ? 

This is the situation with our mills. 

It is true that imported fabric has always been a factor in our in- 
dustry, but never before to the detriment of domestic mills. Fine 
clothing manufacturers like Hickey Freeman and many others always 
purchased imports, and this is to be expected and is no problem. 
However, today, when imported fabric is so much cheaper, so that it 
competes with or, in many cases, undersells domestic goods, we then 
lose a tremendous segment of trade which belongs historically to the 
domestic mills. The average chainstore in this country purchases so 
much Japanese worsted today that our sales to them have been cut 
more than 50 percent. The price of their clothing has not been in- 
creased ; therefore, it is obvious that the fabric costs them the same 
or less than domestic cloth, and that they are promoting the imported 
label. The consumer is purchasing the imported label at prices here- 
tofore unavailable, but doesn’t realize it is Japanese fabric, as there 
is no country of origin on the label. 
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It is a fact that Japanese imports are a more serious problem than 
other imports. The inequality of the situations rests with the lack 
of categories in the Geneva reservation. Duty has been increased 
when the eet is passed. However, the 5 percent of American 
production used as a basis is not at all comparable to the imports. 
American production includes men’s wear and women’s wear fabrics. 
Many women’s wear fabrics and men’s outerwear fabrics weigh 18-26 
ounces per yard. Japanese fabrics weigh primarily 7 to 10 ounces, 

Japanese imports, therefore, are coming into this country at the 
rate of 3 yards to 1 of domestic fabric. For a million yards of 
women’s wear woolens manufactured in this country, weighing up to 
26 ounces, 5 percent would be 50,000 yards. However, on this basis, 
the Japanese can export at least 150,000 yards of 7- to 10-ounce 
worsted men’s wear fabric to this country before duty is increased. 
This amounts to 15 percent, not 5 percent. 

Certainly, a more specific definition is needed to determine similar 
and nonsimilar fabrics. The Japanese fabrics are mainly worsteds, 
so there should be a difference in the quota between woolens and 
worsteds. In addition, the quota should be based on yardage, not 
weight. 

ecndiate relief is needed if smaller mills are to stay in business. 
Figures are available as to the number of looms liquidated in recent 
years and, unless action is taken, this trend will continue, to the det- 
riment of the country, the clothing manufacturer, and the consumer. 
Mills cannot survive the pressure from the type of imported fabrics 
mentioned. 

Senator Pastore. Thank you very much, Mr. Siegel. 

Senator THurmonp. Thank you very much. 

Senator Pasrore. Mr. Jackson; Paul Jackson ? 


STATEMENT OF PAUL JACKSON, EDITOR, NATIONAL TEXTILE 
FORECAST, TUXEDO PARK 


Mr. Jackson. I am Paul Jackson, of Tuxedo Park. I have no pre- 

ared statement. I would like to make a suggestion in regard to 
egislation for this committee. I have been associated with the textile 
industry for a great many years. I made a special trip to Japan to 
study their industry. I am satisfied that we can never compete with 
them pricewise and that the proper solution of the situation is a mar- 
keting problem. 

I think that American mills ought to market imported Japanese 
goods in the greige. Relatively, there are only 230 million yards as 
compared to about 10 billion that the American industry produces. 
But the level of production is so high in relation to present marketing 
that a small quantity of goods will upset the entire price structure, 
and I believe that if the committee will consider a Government-super- 
vised marketing corporation for imported goods, a good deal of the 
problem would be solved. 

I discussed this with the Foreign Office in Tokyo and with the All 
Japanese Federation there, and I believe that something could be 
worked out along those lines. 

I discussed it further with Douglas Dillon, who is Under Secreta 
of State, and he said that he was afraid it might contravene the anti- 
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trust laws, but I am also satisfied, as a very substantial textile investor, 
that our industry is a dying one unless steps are made to either market 
it properly or to have what amounts to almost an embargo on their 
goods, because pricewise we shall never be able to compete. That ig 
all I have to say. 

Senator Pastore. Thank you very much. 

Senator Taurmonp. Thank you very much. 

Senator Pastors. We will adjourn until 9 o’clock tomorrow 
morning. 

(Thereupon, at 3:55 p. m., the subcommittee was adjourned, to 
reconvene at 9 a. m., Friday, November 14, 1958.) 
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FRIDAY, NOVEMBER 14, 1958 


Unrrep Srates Senate, 
INTERSTATE AND Foreign Commerce CoMMITTEE, 
SuscomMitree INvESTIGATING TEXTILES, 
Army Reserve Building, New York, N. Y. 


The subcommittee met at 9 a. m., Senator John O. Pastore 
presiding. 

Senator Pastore. All right; will the hearing please come to order? 

Is Mr. Callaway in the room? All right, Mr. Callaway; we are 
ready for you. 


STATEMENT OF ELY C. CALLAWAY, JR., PRESIDENT OF RAEFORD 
WORSTED CORP. AND PACIFIC MILLS WORSTED CO. (MEMBERS 
OF BURLINGTON INDUSTRIES, INC.), NEW YORK, N. Y. 


Mr. Cattaway. My name is Ely R. Callaway Jr., and I am presi- 
dent of Raeford Worsted Corp. and of Pacific Mills Worsted Co., 
261 Fifth Avenue, New York, N. Y., both members of Burlington 
Industries, Inc. 


I am not going to read my prepared statement and would request 
that it be inse in the record in full. 

Senator Pastore. That will be fine and at this point in the record 
you statement will be copied in. 

Mr. Cattawayr. That will be fine. 

(The prepared statement is as follows :) 


These two companies sell goods bearing the Raeford and Pacific labels made 
in the plants of Pacific Mills, the Nation’s largest producer of worsteds. In- 
cluded are all-wool fabrics and blends of wool and manmade fibers, all processed 
on the worsted system. 

You already have ample evidence of the more than 50 percent liquidation in 
our wool textile industry and the part which rising low-wage imports have 
played in that severe loss. Liquidation of productive capacity continues, and 
profit margins are negligible. 

It is interesting to note that the Raeford plant at Raeford, N. C., with 400 
looms, is today the largest single worsted mill in the country. This is less 
than half as many looms as were in the now closed Wool Mill of American 
Woolen Co., in Lawrence, Mass., which was considered to be the world’s largest 
worsted plant in 1946. In fact, the Raeford plant is an indirect descendent, 
and the only one remaining, of American Woolen’s worsted operations. This 
came about through the merger of that company with Textron and Robbins 


A point to keep in mind in connection with the contraction of the industry is 
that there is serious doubt indeed as to whether the Armed Forces could get the 
worsted fabrics they would require in time of emergency. In World War II, 
with the production capacity double what it is now, the Army went through 
periods of serious shortage. 


1399 


29350—59—pt. 4-13 





1400 PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


My purpose in appearing before you today, however, is to outline some of the 
tremendous efforts which our company is making and which I believe the wool 
textile industry as a whole is making to operate successfully. We are doing 
everything we can to help ourselves but we must reply on the Government to 
fix a trade and tariff policy that will prevent further damage from low-wage 
imported goods. 

Importers and others like to claim that American mills turn out only staple 
or inadequately styled goods. They claim that this country must reply on im- 
ports for quality and style. Gentlemen, this is just not so, as I will demonstrate, 

I would like to tell you something about Raeford’s 2/80s cloth, a tropical 
fabric weighing only 6 ounces per linear yard. It is a blend of 55 percent Dacron 
and 45 percent wool and is made on the worsted system. It is advertised by 
the finest stores throughout America as being the finest two-ply tropical ever 
made. It is sold to most all of the higher priced clothing manufacturers, that 
portion of the men’s wear market which requires fabrics styled with the great- 
est originality, eye appeal, and the most distinctive patterns. The 2/80s cloth is 
a success. As a rough guess I would say that of all the men’s summer suits sold 
in 1958 at $65 retail and up, at least 35 percent of them were made of our 2/80s, 
We were not content, however, and we undertook to improve on this record in 
our lines which will appear in 1959 summer suits. 

Here is what we did. We styled a special, or confined, group of patterns in 
2/80s fabric for each of the 30 of the top men’s clothing manufacturers in 
America. These 30 different lines include something like 600 different patterns, 
To arrive at these 600 patterns we styled and discarded many hundreds more, 
This was done to meet the most discriminating tastes of the most discriminating 
fabric buyers in the world—the piece goods buyers for America’s leading cloth- 
ing manufacturers. 

We do the same thing with other Raeford fabrics for these same 30 manu- 
facturers of higher priced clothing. In styling and number of patterns shown, 
Raeford is offering the equal of the combined efforts of most of the Japanese 
and British mills selling worsteds in the American market. 

Now it might be said that Raeford can do this because it is big. Our size 
and facilities certainly help but, gentlemen, I can tell you from hard, competi- 
tive experience that other domestic mills, large and small, also are doing an 
outstanding styling job proportionate to their size and resources. We have 
found that this is necessary to do these things to survive—to avoid the fate of 
that half of the industry which has already been liquidated. 

I wish you had the time to look over the hundreds of different colors and 
patterns in our Own lines and those things being offered by other American 
mills. You then would know from firsthand experience, as I do, that we in this 
country are not dependent on imported fabrics for either quality or style. We 
have both right here in the United States, made in American mills by American 
craftsmen. 

In view of what I have said, you may ask why imports trouble us. Perhaps 
the main reason they trouble us is because they are made in foreign mills which 
pay vastly lower wages than our own and because our tariffs are too low to 
equalize this difference. In other words, imports, particularly from Japan, 
have a price advantage for the clothing manufacturer. Not only that, but the 
“Imported fabric” label is sometimes merchandised to the public in such a way 
that the value of the fabric is enhanced by prestige. I believe that imported 
worsteds in some important segments of the men’s clothing industry may account 
for 50 percent or more of the fabrics used. Thus; American mills find them 
selves competing for what remains of the market after imports have subtracted. 

Imported fabrics trouble us not only because they replace yardage which 
could be mantifactured and sold by American mills, but also because many of 
the imports are priced so low that they force downward the price level of all 
fabrics in our entire industry. This leaves the profit margin at’a most dangerous 
level and one which we think you will find is the very lowest in the American 
industry. These very low prices apply particularly to imports from Japan. 

As you know, the Japanese have set up their own quota on their exports if 
wool cloth to the United States, most of which are worsteds.. The trouble here 
is that their quota apparently exempts many fine worsteds, the specific fabrics 
made by small American mills. Further, I think it is fair to say that self-im- 
posed quotas made by foreign countries against themselves are not, for obvious 
reasons, basically the best approach. : 
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We think the Geneva reservation on imported wool cloth has been helpful in 
tending to slow up imports but we hope it will be improved in 1959. AS has 
been emphasized, categories would serve to prevent undue concentration of 
imports in any particular kind of cloth. We understand categories could be 
established on a fabric-weight basis right now, based on statistics currently 
available from official Government sources. ; ; 

There is another point I would like to make. American mills have led in the 
development of blends of wool and the new manmade fibers—new and improved 
products for the consumer. To date most imports are in the all-wool category 
but development of blends is progressing abroad as I have just learned first- 
hand on a trip to Europe. The English version of Dacron is called Terylene. 
This and other fibers are being used to an increasing extent by worsted manu- 
facturers aboard. It will be only a matter of time before blended goods are 
shipped to this country in sizable quantities causing further damage to America’s 
worsted and woolen mills. . : 

In closing, let me repeat that we don’t have to look to foreign mills to supply 
us with fabrics giving the highest standards in functional and aesthetic appeal. 
We have them right here. What we do need, and urgently, is a trade and traiff 
policy that permits us to compete on fairly even terms with foreign mills in 
the American market. 

Mr. Catiaway. Gentlemen, I am going to use the words “large 
volume” to illustrate to you how much shrinkage there has been in 
the worsted industry since 1946. I am sure you have heard the figures, 
but I think just one point will emphasize it dramatically. 

The Raeford Worsted Mill, which is one of our units, has 400 looms 
and it is the largest worsted mill in America. In 1946, the American 
Woolen Co. had 1 mill called the Wood Worsted Mill with about 1,000 
looms in it and at that time, that was the largest worsted mill in Amer- 
ica. Since you have, I believe, most of the information on what has 
happened to the worsted business in the last 10 or 12 years, I want to 
spend the few minutes that you have been kind enough to give me here 
today to illustrate one point that I think maybe has not been brought 
out before. _ ; 

In refutation to the arguments of the foreign mills making worsteds 
and of the importers of worsted fabrics, I want to say that the Ameri- 
can textile industry from the worsted woolen standpoint is able to 
style and produce quality fabrics sufficient to the most discriminating 
taste of the American public, the best stores in the country, and best 
clothing manufacturers. 

To illustrate that point, I would like to cite one fabric that our 
company has made. It is in the lightweight tropical field. It is 
called Raeford 2/80s. This fabric, the past summer and spring, prob- 
ably accounted for 35 percent of all the suits sold in America from 
$65 and np Sixty-five dollars is a pretty high-priced summer suit 
and from $65 and up, you find suits that require fabrics made of the 
most distinctive, most varied styles and here is this one fabric made by 
this domestic mill and we think it is fair to say that probably 35 per- 
cent of all the suits sold in America from $65 and up were made out 
of this product. 

_I could show you a styling story here. I do not know how much 
time you want to take on it, but this bag [indicating] is full of styles, 
different patterns, different colors, which went into these suits that 
I'm telling you about this past summer and were purchased substan- 
tially by all of the finest clothing manufacturers in America on a 
substantial yardage basis. _ That represents somewhere around 600 
different patterns, not counting different colors. 
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This is just one fabric that Raeford made. What we did was for 
each of the high-priced and leading clothing manufacturers in this 
country, we styled a separate line of patterns and colors for his own 
business so that he had what we call a confined line of patterns and 
— It is what the foreign mills do, only we did it on a much larger 
scale. 

I have no figures to back this up but I think again it is fair to 
roughly estimate that the styling job, making the number of patterns 
and colors that this one mill, Raeford, does is probably equivalent to 
all the foreign mills put together from the standpoint of number of 
different items. 

Now, this is a very costly thing to do. It costs hundreds and hun- 
dreds of thousands of dollars to do this, just to make the samples, just 
to make the line. We have to do it to survive. It is not a matter of 
how much profit we make on it, it is a matter that we have to do this to 
survive. 

Now, we are not the only ones that are doing it. Our competitors 
are doing it. The good mills, fancy mills throughout America are 
doing the same thing, maybe not on quite as large a scale, but their 
mills are not as big and they do not have to. They do not have 
as much equipment to run, but they are doing it. So, I think the 
facts are that if you had the time to find it out, the facts are that 
this a can style to meet the needs of the American male. 

Senator Pastore. Let me ask you this question, sir. You heard the 
argument that was made here the other day by one of the foreign 
witnesses. 

Mr. Catiaway. I was not here; I do not know. 

Senator Pastore. The argument was made by one of the witnesses, 
Mr. Bernard Smith, that the imports, especially from England, is 
a traditional custom here in America; that they can get in a smaller 
quantity, certain distinctive patterns that the trade is interested in 
only because it is imported, and that there was no real competition 
between what he was doing and what the American domestic worsted 
and woolen industry was doing in the sense that even his imports 
were rather costly. Furthermore, much of the trouble of the Amer- 
ican woolen and worsted industry, of course, was the fact that there 
had been an evolution in combinations and blends which was pri- 
marily responsible for the decline in the worsted and woolen in- 
dustry more than it was the damage that was coming from the 
imports of England because that had always been traditional. What 
do you have to say on that? 

Mr. Catxaway. That is an old argument. On the first point, the 
size of the orders that they are willing to take for these special 
stylings, this does not apply to my operation, but it does to many 
fine worsted mills in America. They will take the same size or just 
as small, what we call warps, and there are many fine worsted mills, 

rticularly in New England, which will take a one-piece order con- 
fined style. That is 60 yards of 1 pattern and confine it to a firm 
like Hickey Freeman. 

Now, if you had these fine worsted mills here, they would tell you 
that. They won’t all do it, but there are sufficient who are left in 
the business that are able and willing to do it, so that they can 
supply the needs primarily of this clothing industry. There ar 





ee Oe ee ee ee > i = 


= 


QS ww ot oe 5 OUlOCUemlCOe 


PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 1403 


exceptions, sure. There are some extremely fine specialty fabrics 

that in a minute yardage relatively are noncompetitive. Outside of 

that, every yard of worsted that comes into this country is com- 
itive to our own industry. 

Excuse me, I have lost my train of thought. What was the other 

int that he made? 

Senator Pastore. Well, let me put it this way. I remember when 
I was a boy, of course, I come from a family of tailors. I think 
I know a little something about tailoring and I remember most of 
the custom tailors back home used to write here or make up an order. 
They had a lot of these samples that would come through just as you 
have there and they would pick out 314 yards of cloth to make the 
suit. That was the average amount of cloth, and they would write 
in an order to New York and get the cloth. In many instances, I 
remember even ‘as a small boy, a lot of people were interested in 
imported worsteds, English made. 

Mr. Catiaway. Right. 

Senator Pasrore. And that wasatrade. That is a custom that has 
been traditional here in America. Now, has it been on a greater in- 
erease of these imports that has hurt the domestic industry or what 
is it ? ; 

Mr. Catiaway. It is a greater increase. It is the matter of yard- 
age. That is what we are interested in. We are interested in em- 

oying people and running looms which turn out rerenens so the 
Ring that has happened, The volume coming into this country has 


increased. The real problem is not with the —_ priced imports. 
Sure, that is a part of the problem, but the real pro 


lem is the imports 
coming into this country on a price basis. 

Senator Pastore. Going into garments sold in various retail stores 
like John David and what have you? 

Mr. Cattaway. Every retail store: the chain, independent retail, 
high price merchants, medium-price merchants, and low-price mer- 
chants. 

Senator Pastore. In other words, the foreign market has moved 
into that industry that has been mostly domestic? 

Mr. Catiaway. For the first time, beginning 2 years ago, worsted 
and woolen fabrics moved into the medium- and low-priced business 
in a large volume. 

Senator Pastors. That goes for England as well? 

Mr. Cattaway. More for Japan and to some extent in England. In 
England it is more so on woolens and from Japan the price point is 
the greatest threat. They make fine fabrics; they make a good prod- 
uct and sell them awfully low. 

Now, from the standpoint of the development of the blending of 
fabrics, which is the second point that you made, we happen in our 
operation to be in the forefront of the development of that product 
and it is a substantial part of our business, but these blended fabrics 
are made by worsted mills. They are not made by synthetic mills. 
They are made by worsted mills on the same equipment that former! 
ran 100 percent wool worsted fabrics. So, while it is a different prod- 
uct, it is still running on the same equipment and the industry still 

no additional business. In fact, it has shrunk. So, we are really 
one and the same when you speak of the worsted fabrics and the 
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worsted dacron—it is primarily dacron—worsted dacron blends in 
men’s suits. Itismade a the worsted industry. 

Still, the consumption of the imported worsteds are so tremendous 
and in some segments of the clothing industry, we are sure, although 
we have no facts, we are sure that at least 50 percent of their consump- 
tion is in worsted imports. This is particularly true in high priced 
clothing, but in some of the very large volume manufacturers, $55 
suits, $50 suits at retail, 35 percent of their goods are imported. 

Senator Pastore. Will you pinpoint your argument on this asser- 
tion that was made by Mr. Smith to the effect that the manufacturers 
who have gotten in the blends have, in fact, pushed the woolen indus- 
try out of existence. 

Mr. Catiaway. Say we have? 

Senator Pastore. You have and this is not a deliberate thing, but 
the evolution of styling and blending. 

Mr. Catiaway. I say we are one and the same. Pacific Mills is 
making dacron worsted blends in a very large way. Pacific Mills 
has been in business 120 years primarily making worsteds. Now they 
just happen to make dacron and worsted blends, but it is the same 
worsted industry. 

Senator Pasrore. Well, that is the point I make. Is it the import 
that is making the difference or the fact that you are blending and 
you do not have the same demand for 100 percent wool? That is the 
argument he is making. He claims it has been an evolution of prog- 
ress that has more or less impinged upon the woolen industry as such 
only because of the development and the evolution of using more 
blends. 

Mr. Catuaway. Yes, but the imports are primarily 100 percent wool 
fabrics; they are not blends. 

Senator Pastore. That is right. 

Mr. Cattaway. All right, the consumption of blends has increased 
tremendously, but they are made by the mills that formerly made 
the worsted products. 

Senator Pasrore. I realize that. 

Mr. Catitaway. Merely a substitution of product. 

Senator Pasrorr. In other words, has the attrition in the woolen 
industry been the result of the blends coming into the market and 
less consumer demand for the full 100 percent wool, or has it been 
the imports ? 

Mr. Catiaway. It has been the imports. 

Senator Pastore. Well, tell me why? That is the important thing 
to get into the record. 

Mr. Catiaway. The attrition in the industry is the result of people 
going busted, losing money, going out of business. That has caused 
the attrition. 

Senator Pasrore. In the 100-percent wool line? 

Mr. Catiaway. Yes, in any hun but in the worsted business, let’s 
just take the mills and forget what they are making. The worsted 
mills today represent half of the capacity that existed in 1946. Half 
of the people have gone out of business. Why? Because they lost 
money and quit. That is essentially, in simple terms, what it is. 
Now, those same worsted mills today are manufacturing worsteds 
and dacron-worsted blends. 
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Senator Pastore. Now, in how long a period has this evolution 
taken place, this closing down of mills? 

Mr. Cautiaway. Ten years. 

Senator Pastorr. How much has the imports in woolens increased 
over the past 10 years? 

Mr. Cattaway. I do not have the exact facts on that. Percent- 
agewise, it is tremendous, 800, 600, or 700 percent. It is tremendous. 

Senator Pastore. In other words, you are saying, irrespective of 
the blends and the fact that the consumer is now more likely to buy a 
blended suit and all that sort of thing, your argument is that there 
has been an increase in woolen imports that has had a tremendous 
effect in attrition on the American woolen market. 

Mr. Catitaway. There is no question about it ; yes, sir. 

Senator Pastore. Any questions? 

Senator THurmonp. Thank you very much, sir. 

Mr. Cattaway. May I check one further point? 

Senator Pastore. I want it clearly understood that if there is any 
witness who wants to supplement any statement in the record, all you 
have to do is furnish it to Dr. Miernyk. I realize that quite often 
there is an afterthought after you have appeared here and the record 
is always open for that purpose. 

Mr. Cattaway. There is one point I would like to make before I 
close and that is that not only the amount of yardage coming into the 
country has hurt this tremendous industry, but particularly from 
the Japanese standpoint, the oe are so low, that their prices affect 
the price level of our entire industry. 


Senator Pasrore. Well, I want to say this to you. There was a 


threatening of a closing of a mill in my State, Wanskuck Mill. You 
are familiar with it? 

Mr. Catiaway. Yes, sir. 

Senator Pastore. A great and traditional institution in Rhode 
Island. Without any fanfare, I went down to Rhode Island to see 
the president of the mill, Mr. Wilson, to find out if there was some- 
thing I could do and some assistance I could give to keep this mill 
open because it did involve quite a number of jobs and this mill is 
within the shadow of my own home back home. He told me, “Well, 
there is a gentleman and I do not want to mention his name now, but 
he is one of the biggest cutters in New York and he is now in Japan 
and until he comes back and we find out what he has done in Japan 
and how much he is going to import,” he said, “we can’t get into an 
inventory.” 

Mr. Cattaway. Yes, and that happens constantly. 

Senator Pastore. What do you have to say to a situation like that? 

Mr. Cattaway. That happens constantly. 

Senator Pastore. In other words, you are more or less at the mercy 
of what is going to happen in relation to the import traffic of woolens 
and worsteds? 

Mr. Catiaway. It is the biggest single factor at which we are at 
the mercy of. 

Now, I would like to make these two brochures a part of the record 
because they back up some of the statements that I made in relation 
to the fact that this one product goes into the high priced clothing 
and is sold in a big way by the fine stores in America. 
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Senator Pastorr. And when you say “high priced,” you are not 
ry talking about these custom tailors along Fifth Avenue, are 
you 

Mr. Catiaway. Oh, no; I am speaking of products going to the 
clothing manufacturing industry. 

Senator Pasrore. The people who make these for the retail trade? 

Mr. Catiaway. Yes, sir. 

Senator Tuurmonp. The chief tenor of your testimony, as I under- 
stand it, is to the effect that the large quantities of imports have come 
in here and have caused these mills to close and have caused thou- 
sands of Americans to lose their jobs? 

Mr. Catiaway. That is right. 

Senator Tuurmonp. And it is very difficult for your company or 
any other woolen company to compete with them at the prices at which 
they sell. Is that correct? 

Mr. Cattaway. It is almost impossible; yes, sir. 

Senator Pasrorr. Thank you very much, Mr. Callaway. I renew 
the offer that, if there is anything supplemental to what you have 
said today that you would like to put into the record, send it to Dr, 
Miernyk. Now, I don’t know about your samplings; I don’t know, 
Dr. Miernyk, if it will mean anything to you to have these samples. 

Mr. Catuaway. I wanted you to see the volume. There are a lot 
of different patterns. 

Senator Pastore. It is not new to me. It may be to some of these 
boys, but I have seen samples all my life. 

Mr. Cattaway. You know what I am talking about. 

Senator Pastore. I know the amount of money it takes to put out a 
sample line. It is tremendous. There is no return on it excepting 
when people order the goods. 

Mr. Catiaway. Yes; they did order goods. 

Senator Tuurmonp. The large quantity of samples that you have 
brought here and your company uses and distributes, as I understand, 
is mainly to exemplify the fact that your company is not a dead com- 
pany, but it is up and going and progressing, and you are trying to 
meet the demands of the market ? 

Mr. Cattaway. Yes, sir; that not only can we do it, but the in- 
dustry can do it. I’m speaking not only for my company here—this 
is merely an illustration—but for the industry. 

Senator THurmonp. I understand. 

Senator Pastore. All right. 

Our next witness is Mr. William DuChessi. 


STATEMENT OF WILLIAM M. DuCHESSI, DIRECTOR, CARPET AND 
RUG DIVISION, TWUA, AFL-CIO 


Mr. DuCuesst. My name is William M. DuChessi. I am a carpet- 
worker, formerly employed in the Bigelow-Sanford Carpet Co. mill 
at Amsterdam, N. Y. I still live in Amsterdam, but, as director of 
the carpet and rug division of the Textile Workers Union of America, 
AFL-CIO, I am obligated to spend most of my time in our New York 
City headquarters. My office address, therefore, is 99 University 
Place, New York, N. Y. I am a vice president of our international 
union and a member of its executive council. 
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Now, rather than take up the time of the committee, Senator, if I 
may do so, I would rather skip reading this brief and 
placed in the record. 
Senator Pastore. At this point in the record, your statement will 
be inserted in full. 
(The statement is as follows :) 


request it be 


THE DECLINE OF THE WOVEN CARPET INDUSTRY—THE AMAZING INCREASE IN THE 
CONSUMPTION OF TUFTED CARPETS—THE ALARMING INCREASE IN IMPORTS OF 
WoveEN CARPETS 


Testimony by William M. DuChessi, director, carpet and rug division, Textile 
Workers Union of America, AFL-CIO 


My name is William M. DuChessi. I am a carpetworker formerly employed in 
the Bigelow-Sanford Carpet Co. mill at Amsterdam, N. Y. I still live in Amster- 
dam, but, as director of the carpet and rug division of the Textile Workers Union 
of America, AFL-CIO, I am obliged to spend most of my time in our New York 
City headquarters. My office address, therefore, is 99 University Place, New 
York, N. Y. I am vice president of our international union and a member of its 
executive council. 

The carpet and rug division of our union had, until a few years ago, been a 
relatively stable, fairly well unionized, and somewhat better paid section of our 
union. The skill of the individual American carpetworker still is a factor of 
relative importance in the woven carpet industry. What has happened, however, 
is that, on the one hand, the consumption of tufted carpets has increased to the 
point where it is now almost as widely used as the woven carpet and, on the 
other hand, imports of woven floor coverings have greatly increased. 

The increase in mechanization which has occurred in the manufacture of what 
we call plain textile goods cannot, in the nature of things, develop to the same 
extent in the woven carpet and rug industry, where design and workmanship are 
still factors of considerable importance. However, the most skilled and expe- 
rienced woven-carpet worker cannot stand up to the type of competition that is 
offered by the tufted-carpet industry. First of all, the tufted carpet is a much 
less costly product; it is less costly partly because it is not as desirable as the 
woven product and also because far less skill is required in its manufacture. All 
in all, the tufted rug is a much cheaper article in every way. Until fairly 
recently, these goods were largely sold at southern roadside stands and were made 
in primitive types of workshops. 

Within very recent years some of the larger manufacturers—some of them 
controlled by the older textile concerns and by northern capital—have built the 
most modern type of plant in the Dalton, Ga., area, which is the center of this 
rapidly expanding industry. We, as a union, take no position as to what partic- 
ular type of product the consumer should purchase. We urge, however, that the 
consumer have full information as to what he is buying so that he or she is not 
fooled or misled. Still, when we have said that much, we must also go on to 
point out that serious economic and social dislocation can and will occur when 
big shifts occur in the type of product demanded by the consumer. 

The growth in tufted carpeting production has been particularly felt by the 
axminster division. Because style and price trends have favored the tufted 
carpet, it has absorbed much of the axminster market. Production of the latter 
type of carpeting attained its postwar peak in 1948, when mills turned out 47 
million square yards. Since that year, there has been an uninterrupted drop to 
18.8 million square yards in 1957. In the first quarter of 1958, production was 
87.5 percent below that of the first quarter of 1957. The consequences have been 
almost disastrous for both the employers and the workers. Many large and small 
companies producing this type of carpeting were forced to discontinue production. 
Thousands of workers lost their jobs. 

Witnessing the decline of the axminster division has made us all the more 
Sensitive to the current experience of the velvet and wilton types of woven 
carpets. When domestic production and imports are added together, it is evi- 
dent that there has been a slight improvement in the domestic consumption of 
these types of carpeting. The average annual consumption in 1947-50 was 39.5 
million square yards of velvet and wilton; in 1951-53, 37.8 million square yards; 
and, in 1954-57, consumption increased to average 41 million square yards. 
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However, the sad fact is that domestic production has not kept pace with this 
increase in consumption, Actually, the production peak on velvet and wilton 
was reached in 1950, when total output reached 43.8 million square yards. In 
the 1954-57 period, the average was 37 million square yards with production ip 
1957 meeting this level. 

Imports, therefore, have taken up all of the rise of domestic consumption and 
some of the market which domestic producers formerly served. Before 1950, 
imports were insignificant. But the volume has since risen to such an extent 
that from 1955 onward, imports of velvet and wilton have exceeded 4 million 
Square yards annually. In 1957, the imports of wilton and velvet carpets were 
actually 4.6 million square yards. " 

In 1958 domestic production of wilton and velvet carpets declined by 18 per- 
cent; however imports of these carpets for the first 2 months of the year in- 
creased by 14 percent over the preceding year. Imports for the first 2 months 
of 1958 are estimated at 12.6 percent of domestic production, as compared to 9 
percent for the corresponding period in 1957. 

We in the carpet industry would be completely blind not to be alarmed at this 
situation. What is happening in wilton follows almost identically the whole 
Sale contraction of the axminster division of the industry. 

Available data on employment indicate a drop in employment in the woven 
earpet industry, from 37,254 employees in 1950 to 24,750 in 1955. This total 
has since been cut severely by further liquidation of mills. 

The special survey made by the Carpet Institute, Inc., of man-hours worked 
in the wilton and velvet industries indicates the continuing drop in man-hours, 
Starting with a peak of 6.8 million man-hours in 1950, the institute reports a 
drop to an average of 5.3 million man-hours for 1951-53. Subsequently, the 
total has been below 5 million man-hours per year, with the number in 1957 
reported as 4.4 million. Actually, the curtailment has been even more severe 
in the older carpet communities, for we have witnessed a sweeping change in 
the industry’s location during recent years. Particularly since 1950, more and 
more operations have been opened in the South, and northern mills have been 
closed. 

We present herewith a tabulation showing the mills which have liquidated, 
or have closed down one or more departments since 1947. 

Eleven mills have been closed completely and liquidated as operating units in 
the carpet industry. Their most recent employment is estimated at 11,000 em- 
ployees. Five of these were wool yarn mills and the remainder were integrated 
or specialized weaving mills making axminster and velvet carpets, with the ex- 
ception of one small weave mill which made wilton carpets and was absorbed 
in a merger. 

In addition to these complete closings, there were four mills in which there 
were partial closings. In each case, they involved yarn spinning or axminster 
or velvet weaving. The jobs eliminated in this last group of mills numbered 
approximately 3,500. 

The subcommittee will observe that all of these job reductions occurred in 
northern communities. 
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Carpet mills which have liquidated or closed down one or more departments 
since 1947 


! 


Employees | Closed 
Company and plant Date of closing Product eliminated o—- 
pletely 


Massachusetts: Mohasco Industries, | Early 1958.......; Wool carpet yarn 200 
Inc. (Alexander Smith), Brockton. 
Connecticut: Bigelow-Sanford Car- | 1957-58 Velvet carpet and wool 
pet Co., Thompsonville.! yarn departments dis- 
continued. 
New Y: 


ork: 
Bigelow-Sanford Carpet Co., | Spring of 1955_..| Velvet carpets and yarn... 
Amsterdam.! March 1957 Rest of mill (axminster 
weaving). 
Smith (Alexander), Inc., Yonk- | November 1954__| Axminster and velvet car- 
ers.! pets. 
Mohawk Carpet Mills (Mohasco Axminster departments 
Industries, Inc.), Amsterdam.! closed. 
Weil Bros. Textiles, Inc., New- | August 1949_._._.| Wool carpet yarns; 
burgh. Smyrna rugs. 
New Jersey: 
Karagheusian (A. & M.), Inc., | End of 1957 Velvet department dis- 
Freehold.! continued. 
Roselle Park-- ....----..-.---| End of 1955.....} Yarn mill (partial) 
Gulbenkian Seamless Rug, New | November 1957..| Wilton rugs.._..........-- 
Brunswick.! 
Pennsylvania: 
Lees (Jas.) & Sons Co., Bridge- | January 1955 | Wool carpet yarns, dye 
port. and early house, tufted carpets. 
1958. 
Stafford & Co., Philadelphia !__..} May 1957__--- Carpet yarn............-- 
Mohasco Industries, Ine. (Alex- | April 1956___..__.| Wilton carpets. .--..-.--. 
ander Smith), Philadelphia.! 
Paaion Yarn Mills, Philadel- | November 1947__| Wool carpet yarn 
phia.! 
United Yarn Manufacturing | 1947 | Carpet yarn.............. 
Co., Philadelphia. | 
mies Carpet Co., Philadel- | December 1956..| Axminster carpets 
p a.! | 





! Plant under contract with the Textile Workers Union of America, AFL-CIO. 


Another measure of the contraction is provided by the census data on the 
carpet and carpet yarn mill woolen spinning spindles in place. In December 
1949, they numbered 160,349. They have continuously dropped since then. At 
the end of 1955, they numbered 128,632; at the end of 1956, 118,863; and at the 
end of 1957, 113,675. The closings this year will mean further reductions in 
the number of carpet and carpet yarn mill woolen spinning spindles in place. 

The Textile Workers Union of America on June 11 of this year appeared be- 
fore the United States Tariff Commission and presented testimony in support 
of a petition for escape clause relief for the Velvet and Wilton carpet industry 
filed by the Carpet Institute, Inc. 

In that presentation before the Tariff Commission we emphasized that in the 
Velvet and Wilton sections of the carpet industry we now have under contract 
some 20 mills engaged in this type of manufacture. These mills employ 
roughly 8,000 persons. 
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Another textile union represents 2 other shops in Philadelphia which em 
less than 800 workers. These are the residue of an active employment roll of 
more than 23,000 union members. 

We are very much aware of the fact that the plants we represent are operated 
in some instances by companies which have built or acquired new southem 
properties. These older mills are seriously handicapped in their efforts 
compete with the newer plants. We are, therefore, even more sensitive to the 
threat of foreign competition. Any further increase in the volume of imports 
into this country, or the maintenance of these imports at the current level 
would mean the closing down of the older mills in this industry. 

The workers in the Wilton weaving units in this industry which, with very 
few exceptions, are located in the unionized northern sectors of the industry, 
had hoped for some time that their skills would assure the maintenance of thegg 
units in the older carpet centers. The possibilities for achieving this result ar 
being steadily diminished by the growing volume of imports. The fact that 
Wilton imports now probably exceed 25 percent of domestic production hag 
rapidly demoralized both the manufacturers and the employees making such 
goods. We are constantly fearful of further liquidations in this skilled section 
of our industry. 

Eventually either the tufted carpet section of the industry will have to volun 
tarily raise its wage standards and improve its working conditions in line with 
those in plants elsewhere in the floor covering industry. If this does not happen, 
these workers will eventually flock to the banner of the Textile Workers Union 
of America which will then negotiate better wage scales and more tolerable 
conditions of employment. In this interim period, however, the union must 
concentrate its efforts on obtaining adequate tariff relief to prevent the de 
struction of carpet mills still operating in northern communities. 

In cities like Amsterdam, N. Y. which is now listed by the Bureau of Employ- 
ment Security as a labor surplus area, the community is suffering severely asa 
result of previous closings. Amsterdam has made valiant efforts to overcome 
its unemployment problem, but without Federal assistance it cannot materially 
improve its condition. Experience proves that old mill structures, which are 
as typical in the old established centers of the industry seldom attract the 
growth of the type of industry which is the only kind of employment that can 
offer a stable and satisfactory replacement for the liquidated carpet mills. 

Let me make this point. The subcommittee has no doubt seen stories about 
unions chasing employers out of the North. A striking illustration of how wrong 
this is, can be seen in the case of James Lees Carpet Co. Here is a company 
owned by Pennsylvania people with its main offices in Bridgeport, Pa. It had 
plants in Bridgeport, Pa., but over the course of 4 or 5 years it has liquidated 
all of its production facilities in Bridgeport (a one industry community) and 
moved its operations to Glasgow, Va., Robbinsville, N. C., Dahlonega and Raburn 
Gap in Georgia. This company has no union, it has never been organized and yet 
it moved its production facilities south. 

Another striking illustration of a nonunion northern company which is doing 
the same thing is Firth Carpet with plants in Auburn, N. Y. and Cornwall, N. Y, 
This company announced on August 2 that it had completed building a new plant 
in Laurens, 8. C. It has already started a training program there. The rumors 
in the trade are that the Wilton mill in New York will be liquidated and moved 
south. In my opinion their operation in Cornwall will be moved south also, 
In the city of Cornwall this is the only industry in town. This company already 
has a yarn mill in Puerto Rico. 

The very fact that carpet workers have specialized skills and experience makes 
it more difficult for them to be placed in reasonably satisfactory alternative em- 
ployment. The older ex-carpet worker, especially, finds himself adrift and fae 
ing a grim and gloomy economic future. 

In conclusion, let me quote certain pertinent sections from extemporaneous 
testimony I gave at the United States Tariff Commission hearing in Washington, 
D. C. in June of this year. I quote as follows: 

“T have sat around here for 2 days and heard this tufted business kicked 
around, and the figure of 37,000 employed at one time in this industry in which 
there are presently 23,000. I think you gentlemen ought to know that you can 
turn out a tufted 9 by 12 carpet, roughly, in a minute and a half. It is a push 
button eperation. That machine goes so fast you cannot even follow it. If you 
were privileged to see a loom in operation on wooven goods, the rate of speed 
that a loom turns out a carpet, and then were able to see a tufted machine in 
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operation, you would readily see why I disagree that there should be more peo- 
ple employed today in the carpet division because of the expansion of tufted. It 
is not so. 
mS have heard this knitted business kicked around here. I happened to be in 
one of the rug mills that is part of this institute just 2 days ago, the Roxbury 
Carpet Co. I saw a knitting machine in operation. It is new to that company, 
they are just putting it into effect. It was stopped at the time I was in the plant. 
I asked the manager what would be the production in rate versus the velvet 
weaving * * * He said about 4to1. In other words, you could turn out 4 yards 
of knitted carpeting versus 1 yard of velvet carpeting on a woven loom. There 
are many other factors in the reduction of work force in the past several years. 
There is new equipment that has come into the industry since 1950-51, where 
a spinner might have taken care of 100 ends 5 years ago, that spinner is now 
taking care of 240 ends. That means we have lost a spinner and a half right 

re *-* * 

a the axminster field, where we had one weaver running a loom, say at 28— 
$0 picks per minute, we now have a weaver to 2 looms at 40 or 50 picks per min- 
ute. That reduced the work force. 

“We have built a fairly good wage structure and benefits for the people that 
we represent * * * through the years by collective bargaining. We once were 
alow paid industry. I used to work in those mills for 40 cents an hour. A man 
doing my job today probably makes $2.50 an hour. We are interested in pro- 
tecting what we have built up. 

“My primary reason in asking to say a few words is that there are people 
involved here. No one has brought up the fact, for instance, that this carpet 
industry of ours, as small as it is, and maybe it is expendable, has people behind 
it, these mills are in small towns in which it is the only industry * * * 

“Take my hometown of Amsterdam. We have lost the Bigelow-Sanford mill 
primarily to tufted because it was about 85 percent axminster some 2 years ago. 
That is a town of 33,000. The only industries in that community worth mention- 
ing were the Mohawk Carpet Mills and the Bigelow-Sanford Carpet Mills. 
Those two mills in normal times would have employed probably 7,000 or 8,000 of 
our people, roughly 80 percent of the work force in that community. We have 
lost one mill with some 3,000 people in it. We have seen Mohawk go down— 
some of it, yes, has gone south. The only thing we have left in Mohawk is vel- 
yet and wilton carpets. And if we lose those 3,000 jobs, or even a portion of those 
3,000 jobs, to increased importation of velvets and wilton, we just have no jobs 
in that community. And there are no other jobs to go to. 

“IT wish you gentlemen could see the people who are walking the streets up 
there. It is estimated we have 3,000 people on unemployment insurance. It is 
probably true that the economic conditions of the country today are partly the 
cause. But most of the unemployed are people who have lost their jobs through 
the improvement in technology, because of importations and to the shifting of 
jobs to another area. 

“Thompsonville, Conn., where we have just lost some 2,000 jobs in the last 2 
years. Some of it to the South, there is no question about it. The only thing 
left in that town of 13,000 is a Bigelow mill, a complete wilton operation with 
maybe a couple of hundred axminster jobs. The backbone of that plant today 
is wilton. It is a highly-paid industry. Our people make good money. If that 
mill should lose some of its business to the constant importation of wilton car- 
pets, there are no jobs for those people to go to. * * * we are talking about 
men and women who have reached 40 or 45 years of age in this industry. And 
no one is hiring them anywhere at that age. 

“Roxbury Rug, another company involved in the wilton and velvet manufac- 
ture. It is in Saxonville, Mass., a town of 2,000. It employs some 800 people. 
That is the only industry in that community. 

“Beattie Rug, Little Falls, N. J., a major industry in the Paterson, N. J., area 
and there are no jobs for these people to go to. 

“Karagheusian Rug Co., Freehold, N. J., a town of probably 13,000. We have 

some velvet jobs to the South. Some of it is due to the conditions that were 
explained here * * * some of it to importation. The only thing we have left of 
consequence there is the Wilton mill employing some 600 to 800 people in that 
community. And it isa one industry town. There is some farming in the area. 

“The Magee Carpet Co., a nonunion mill—I am pleading for them, too—they 


are in the town of Bloomsburg, Pa., a one-industry town. That is the only 
mill there. 
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_“Masland, in Carlisle, Pa., the only thing of substance in that community 
giving people employment. 

“And the Philadelphia area, where some of these carpet companies are con. 

centrated in North Philadelphia. That was a big textile center, but now the only 


thing these people have is what is left in our carpet industry and some minor 
textile plants. 


“Then you have Lees Carpet plant, nonunion—I am pleading for them—jp 
Glaskow, Va. It is the only mill in a radius of 30 miles of that town. We, asa 
labor union, believe in international trade, want to meet our international com. 
age * * * but not at the expense of wiping out the jobs of our people 

Mr. DuCuesstr. I would like to refer the committee to page 8, the 
second paragraph, starting with the words, “In cities like Amsterdam,” 

In cities ike Amsterdam, N. Y. which is now listed by the Bureau of 
Employment Security as a labor surplus area, the community is suffer. 
ing severely as a result of previous closings. Amsterdam has made 
valiant efforts to overcome its unemployment problem, but without 
Federal assistance, it cannot materially improve its conditions. Expe- 
rience proves that old mill structures, which are as typical in the old 
established centers of the industry, seldom attract the growth of the 
type of industry which is the only kind of employment that can offer a 
stable and satisfactory replacement for the liquidated carpet mills. 

I would like to comment at this time on the veto of the redevelopment 
area by President Eisenhower some 6 to 8 weeks ago, which would have 
affected a community like this. We are hoping that the next session 
of Congress will seek again to give us an area redevelopment bill to 
help a community such as the city of Amsterdam. 

Seailtor Pastore. In other words, you feel there are not enough 
resources in a community of that size which has been hit by the tragedy 
of a mill closing to find the money in order to do the rehabilitation that 
is necessary to get back on its feet and bring in new industry and get 
new employment ? 

Mr. DuCuessi. Let me say this to you, Senator. The city of 
Amsterdam, the citizens of the city of Amsterdam, through the ef- 
forts of industries from Amsterdam, raised some quarter of a million 
dollars a couple of years ago. They built the plant and we have a 
small industry in there today employing some 125 people paying the 
magnificient sum of $1.20 to $1.25. 

he community is trying to do something, but you must remember 
that in my own town, and I am a taxpayer and I am speaking from 
my own experience and I am not complaining because I think people 
ought to pay taxes to meet the requirements and the needs of a com- 
munity, our tax rates have gone up so tremendously, as a result of the 
shutdown of one of our major industries, no income coming in, we 
have had to increase the entire level of our taxes. We have reached 
the point where you just cannot tax anymore up there. 
t community, on its own, cannot pull out of this unemployment 
problem that we have and we can only go to one particular place for 
elp and that is to the Federal Government for assistance. Certainly 
the State cannot—as you know, Senator, having once been a Gov- 
ernor of a great State—as it is finding it hard to raise the necessary 
taxation for the needs of the State. Our State is in the same boat. 
Taxes are up. Every State has the same problem. We can only go 
to one source for help in a problem of this kind because this is a can- 
cer in society and it has to come from aid through the Federal Gov- 
ernment. 
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We certainly resented bitterly the veto of that bill by the President 
and I am convinced, because I spent 1 day in Maine and I watched 
the election results in the evening—it was not true that we invaded 
the State of Maine, Senator, because our union has the biggest mem- 
bership in Maine and the only outsider that went in there was me and 
I went in just to watch the election returns that night. But, in the 
State of Maine, I am ready to bet that the Democratic sweep in Maine 
was as a result of the veto of the area redevelopment bill by Presi- 
dent Eisenhower. 

Now, let me make this point. The subcommittee has no doubt seen 
stories about unions chasing employers out of the North. A striking 
illustration of how wrong this is can be seen in the case of James Lees 
Carpet Co. Here is a company owned by Pennsylvania people with 
its main offices in Bridgeport, Pa. It had plants in Bridgeport, Pa., 
but, over the course of 4 or 5 years, it has liquidated all of its produc- 
tion facilities in Bridgeport—a one-industry community—and moved 
its operations to Glasgow, Va.; Robbinsville, N. C.; Dahlonega and 
Rayburn Gap in Georgia. This company had no union and never 
organized and yet it moved its ee facilities south. Yet we 
are blamed for moving these mills out of the North and this is inter- 
esting, Senator. 

Another striking illustration of a nonunion northern company 
which is doing the same thing is the Firth Carpet Co. with plants 
in Auburn, N. Y. and Cornwall, N. Y. This company announced on 
August 2 that it had completed building a new plant in Laurens, 
8. c. It has already started a training program there. The rumors 
in the trade are that the Wilton mill in New York will be liquidated 
and moved south. In my opinion their operation in Cornwall will 
be moved south also. In the city of Cornwall this is the only in- 
ld in town. This company already has a yarn mill in Puerto 

ico. 

Now, we certainly cannot stop industry from moving south and 
we certainly feel that the South is entitled to industry like any spot 
inthe north. But, I think it is a crime when the labor movement gets 
blamed for this. I have had some sad experience. 

(Discussion off the record. ) 

Mr. DuCuesst. I respect your position. I know it is embarrassing 
to you, but we have been charged with socialism, radicalism, we have 
been charged with everything and I just want to get this off of m 
chest and I don’t know of a better spot to do it, sir, because I think 
the elected officeholders of our Congress ought to know some of these 
things and we only get a chance of doing it on occasions like this. 

Now, this family owned one of the biggest rug mills in this coun- 
try, Alexander Smith Carpet Co. in Yonkers, N. Y. It moved its 
mills out of Yonkers. They moved the mill to Greenville, Miss., and 
we have a copy of the contract between that company and the city of 
Greenville, Miss. 

The city of Greenville, Miss. agreed to build the plant to the tune of 
$4,750,000 and in the contract, which is a very specific one. it is 
agreed—I would like to take just this one thing which is very funny 
to me—it is agreed to put in driveways, walkways, parking areas 
paved with 6-inch soil-cement base with 1-inch asphalt; fences, gates, 
landscaping, all required. 
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Now, we are charged with wanting to socialize industry, we and the 
labor movement. We are the radicals. Now, if this isn’t a form of 
socialism, I don’t know what is. They took a plant, completely sub- 
sidized, and yet have the nerve to run for political office and accuse 
bam of chasing industry out of the North. | 

I bring this in because we had an election this week in Albany, Ga,, 
and what happened? They distributed a brochure to their employees, 
This [indicating] is a picture of the Alexander Smith Carpet Co. that 
we are supposed to have chased out of business. Now, I submit to you 
that the president of this company was on the verge of going bank- 
rupt, and after it went South, it merged some 2 years ago with Mohawk 
Carpet and is now known as the Mohasco Carpet Co. But, when the 
president of that company, testifying before the Tariff Commission 
on June 10, 1958, of this year, when asked about this Alexander Smith 
thing, here is what he said : 

I said if you want to get into detail of the Alexander Smith loss, that the 
majority of the loss of Alexander Smith was in a business not related to floor 
coverings. The big loss of Alexander Smith, in excess of $16 million, had to do 
with the acquisition and the sale and disposal of linoleum plants, hard surface 


plants. It had nothing whatsoever to do with soft floor covering purposes. 
Why did it sell that plant, the hard surface floor covering plant? 


The answer: 


Because they built a very large productive facility for linoleums, linoleum 
market was not only diminishing, but also the fact that they did not have proper 
distribution to sell the tremendous output which they had built with their 
productive facility. 


Yet this movement is accused of chasing this mill out of the North. 


They invest $16 million in a business that went bankrupt and we get . 


the blame for it. I want you to know, Senator, if you were ever up 
in Yonkers, the mill does not look like that there [indicating]. This 
is what we are under. The CIO took the rap, my particular division. 

Let us go to another one, American Woolen. A pamphlet was dis- 
tributed there. We are blamed for chasing that out. Well, I have 
a copy of the American Textile Reporter. I remember this because 
I lived in Lawrence, Mass., working for our union. The president of 
this company had a dinner given to him by the chamber of commerce 
in the city of Lawrence, which had quite a sendoff by the community. 
We were present as union leaders, invited to the dinner, and we were 
told that he was the man who was going to save this company, that 
the company was very productive. 

I remember owning stock. I owned one share at the time, my dear 
Senator, because I wanted some financial information. At that time 
the stock was selling for $22. They paid a $9 dividend and actually 
milked the company. Mr. Bennett, the publisher of this magazine 
stated what a great man this was when he began to move some of this 
facility South. Well, everybody knows the Textron story. Textron 
finally gobbled them up, swallowed that company up. 

Some financial maneuverings I do not understand. I am not a 
financier, but this same magazine, then ran a series of stories, which 
are public, exposing the leadership of the American Woolen Co. and 
how it had milked this company dry. Now, interestingly enough, we 
get blamed for everything. If you read this [indicating] lke we 
do every month, it is enough to curdle your blood, the raps we take 
from this magazine. 
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Take this latest issue. What do they say ? 


The new union approach. As we regard various formal statements presented 
to the committee— 


this subcommittee— 


by the A.F. of L.CIO members, we see that these people have reached the 
point they are sure that the average American citizen, and particularly the 
average American politician, has been brainwashed to the point where they can 
make the most arrogant statements and draw the most arbitrary conclusions— 

and proceeds to attack this union for having the gall to come up and 
testify before this committee because we are interested in our industry. 

Our people have to make a living in it whether we like it or not. I 
don’t want to read the whole statement but it goes on to say: 

The statements submitted by various union representatives to this Senate com- 
mittee are the same compilation of abusive lies directed against management 
which paraphrase the Communist manifesto. 

Well, with the record of our union on communism, we will bow our 
heads to no man or no organization insofar as the record of this par- 
ticular union on the issue of communism and that dates back some 21 

ears when this union was born. Now, we are under attack for having 
the gall to come up and testify before you. 

T believe in the freedom of the press. I think it is the greatest 
asset we have in America, next to voting. I think maybe some Senate 
committee ought to investigate some of this stuff and see what damage 
it is doing to the textile industry instead of blaming us for the ills of 
the textile indusry. 

Now, in the instance of the Wood Mill, we were rapped there. In 
this particular campaign at Albany, Ga., it is a company owned by an 
Armenian family, a wonderful family. I know them personally. 
The vice president of that company is a Catholic, a wonderful man. 
The president of that company I happen to know. I have met him 
several times, a wonderful man. 

They went into this campaign, put this out, fired 5 people in the 
course of 5 weeks, 1 a week. Those young boys will get no relief from 
the Labor Board because it is an Eisenhower board. The Chairman 
of that board voted 55 times in split decisions against the unions and 
never once for a union decision, so we will get no relief there. 

Now, everybody knows what is happening in the South today. I 
spend a lot of time there. They go in and distribute something like 
this [indicating], blaming the labor movement for the segregation 
problem, Walter Reuther pamphlets, and now they have reached the 
new low status of printing the picture of the archbishop of Texas on 
a Negro thing and when we charged the company with, “Why do you 
do this? Some people we expect to do it, but why do you do it,” we 
are told that they know nothing about it. 

But, we have six affidavits that foremen were distributing this stuff 
around the plant on Wednesday. Do I have to tell you what hap- 
pened to us? We took a beating. That is fine. I think some day 
we will go in and win the election. 

These are some of the problems and in the face of that, we are up 
here testifying for help from this committee and from the Congress 
for this carpet industry of ours. 

I am surprised and a little hurt because they are always after us 
to appear before Congressmen and Senators in Washington to bring 

29350—59—pt. 414 
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you fellows off the floor when the tariff bill is up, when the reciprocal 
trade bill is up, and the Institute of Carpet Manufacturers is after the 
union to get down, send petitions, newspaper ads, but yet they do not 
see fit, for reasons best known to themselves, a very sick industry, prob- 
ably one of the sickest divisions of the textile industry, to appear before 
this committee and we are appearing in behalf of the employees of 
these companies in the North because we have severe unemployment, 
We have a tremendous problem. 

As you read this brief, somewhere down the line, we have gone into 
the complete rigmarole about what the tariffs have done, how it has 
killed one branch and how it is developing seriously for us in the 
higher priced goods. 

Now, my primary reason in asking to say a few words is that there 
are people involved here. No one has brought up the fact, for instance, 
that this carpet industry of ours, as small as it is, and maybe it is ex- 
pendable, has people behind it. These mills are in small towns in 
which it is the only industry in that community. 

That is the history of our industry. It is a small, one-community 
town, one-plant town. Take my home town of Amsterdam. We have 
lost the Bigelow-Sanford mill primarily to tufted because it was 
about 85 percent axminster some 2 years ago. That is a town of 
33,000 population. The only industries in that comunity worth men- 
tioning were the Mohawk carpet mills and the Bigelow-Sanford car- 
pet mills. These 2 mills in normal times would have employed prob- 
ably 7,000 or 8,000 of our people, roughly 80 percent of the work force 
in that community. We have lost 1 mill with some 3,000 people. We 
have seen Mohawk go down—some of it, yes, has gone south. The 
only thing we have left in Mohawk is velvet and wilton carpets, the 
higher priced lines, and if we lose those 3,000 jobs or even a portion of 
those 3,000 jobs to increased importation of velvets and wilton, we 
just have no jobs in that community and there are no other jobs to 
go to. 

I wish you gentlemen could see the people who are walking the 
streets in my hometown. It is estimated we have 3,000 people on un- 
employment insurance, and this was made last June. Some other 
people with me will testify to the amount of people who have lost their 
unemployment insurance benefits since this statement was gathered. 
It is probably true that the economic conditions of the country today 
are partly the cause. But most of the unemployed are people who 
have lost their jobs through the improvement in technology, because 
of importation and to the shifting of jobs to another area. 

Now, Senator, I would like, if I may be permitted to do so, to intro- 
duce to the committee the manager of our joint board in Amsterdam, 
Mr. Fred Krokenberger. 

Senator Pastore. Before you do that, I would like to say something 
off the record. 

(Discussion off the record.) 

Senator Pastorr. Now, let me ask you this question. Are you say- 
ing it is unfair to use municipal tax-free bonds to build industries 
that attract industries from other locations in the country ? 

Mr. DuCuesst. It is not for me to decide whether it is unfair or 
not. I say it is, but on the other hand, let me say this. If it is fair 
for the city of Greenville or the State of Mississippi to do so, then 
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there is certainly nothing wrong with this organization representin 
people or organizations, who are interested in the community, to as 
the Federal Government for a program similar to what the States 
want. There is nothing wrong with that. 

Senator Pastore. I have a definite point of view of my own and 
I am not going to get into a debate on this. I have always questioned 
the fairness of using taxpayers’ money or the taxpayers of America to 
attract from another locality a mill or a working unit and displacing 
people from their jobs and doing this through the medium of the 
attractive procedure of using municipal tax-free bonds to build a fac- 
tory, a modern factory, and then rent it back to the company. 

Picy, frankly, that while I think any private institution has the 
right to use any machinations under our tax laws that are legal to 
build a new factory and to attract industry from anywhere it pleases, 
because this is America and it is free, I do not think it ought to be 
done at the expense of the taxpayer, especially those very taxpayers 
who are losing their jobs as well. 

Mr. DuCuesst. I buy that. 

Senator Pasrorr. I have always had a strong feeling that way. 
There are other people who can legitimately disagree with me and 
that is the reason why I asked you the question, Mr. DuChessi. 

Mr. DuChessi, are you finding fault with the fact that a municipal- 
ity was allowed, under our tax structure, to use municipal bonds 
which are tax-free to build a distinct, private institution which is a 
manufacturing concern and then rent it back to a company and at- 
tract this industry away from another locality in the country ? 

Mr. DuCuesst. Yes, I do, Senator, and I want to go a step further. 
I think not only do I object to it, but I also resent the charge of 
socialism when we advocate aid from the Federal Government. We 
resent that, too. 

Senator THurmonp. Can I make a statement here? I would like 
to remind you that when the delegates in Philadelphia in 1787, and 
2 years later, adopted the Bill of Rights, certain powers were given 
by the States to the central government, the Federal Government, 
and only certain right. The Union didn’t create the States, the 
States created the Union and the Union has only the rights that 
were delegated to it and were written out in the Constitution and all 
other rights are reserved to the States. Therefore, the Federal Gov- 
ernment has a limited jurisdiction. The States have unlimited juris- 
diction. A State can operate in any field it cares to operate in except 
the fields which it has specifically delegated to the Federal Gov- 
ernment. 

Now, I simply mention that because something that might be legal 
by a State, not that it is good or bad, but it could be legal by a State 
whereas it might not be legal by the Federal Government. I just 
thought I would call your attention to it. 

Mr. DuCuesst. Senator, you and I could argue that point all day. 
I certainly am not prejudiced against the South, because my son is 
being educated in your particular State. He is going to one of your 
fine colleges, so I am not prejudiced. 

Senator Tuurmonp. I am not speaking of the South. This applies 
to the North, East, and West. e are all one great country. 

Mr. DuCuesst. Right. 
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Senator Taurmonp. And it is not sectionalism; it is in the Consti- 
tution. 

Mr. DuCuesst. What I am driving at in my statements here and 
I want it clearly understood that the statements I am making are not 
being made because I am prejudiced against a particular section of 
the country. Iam not. But I say this, that when a State or when 
a community has a problem like we have in this part of the country 
of unemployment, which will continue and continue, no matter what 
happens in the economy of our country, the Federal Government, as 
the government of the people, has got to step in and help the people 
of this area of the country. 

Senator Tuurmonp. Why can’t the States step in and the local 
communities step in? Why do you inject the Federal Government 
into that field where it has no jurisdiction ? 

Mr. DuCuesst. It is just a matter of disagreement between you 
and I as to whether the Federal Government a the jurisdiction or 
not. You were a former great Governor of South Carolina, Senator, 
and you know the tax problem better than I do. What do you do 
when a State has reached the end of the road? Where does it go 
for help? It has to go to its Federal Government. 


Senator THurmonp. Have you reached the end of the road? Has. 


any State reached the end of the road? Don’t you know there is not 
a State in this Nation that is not in better shape financially than the 
Federal Government? Right now we have a debt of $280 billion. 
The ceiling was raised last year $13 billion. Where are we going to 
stop? Don’t you know you are going to destroy your own people, the 
working people of this country, if we keep on raising the debt limit, 
if we keep on spending more than we take in, because you have in- 
flation when you spend more than you take in. In other words, when 
you practice deficit financing, then you have inflation. 

I fear and I predict the greatest inflation this country has ever 
known unless the Federal Government checks its spending and unless 
it keeps within the amount of revenue that is coming in. 

Mr. DuCuesst. Well, you see, Senator, that is where you and I 
differ. I believe in taking care of people and I am not going to 
worry about money. I think money will take care of itself. I am 
interested in human beings and I am sure you are, sir. I am not 
inferring—— 

Senator THurmonp. Why not let the proper political subdivision 
do it? That is the State and the local communities, in most cases. 
There are some instances where the Federal Government may have 
jurisdiction in matters of defense, for instance, in a defense activity 
and in other things where those fields are delegated to it and where it 
has the authority under the Constitution, but we cannot inject the 
Federal Government into every field of activity, even though it might 
appear to be a wise thing to do to help people. It is unconstitutional. 

ow, if you want to amend your Constitution, then let’s go about it 
in a constitutional way and not call on Congress to pass laws here 
that are unconstitutional simply to do what you think, or I think, or 
somebody else thinks, ought to be done to promote the public welfare. 

Mr. DuCuesstr. Senator, let me say this, with all due respect to 
you, sir, and I really mean this; that, if it is unconstitutional to help 
these depressed areas, then we would like to enlist your support, sir, 
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in oe through a constitutional amendment with the rest of your 
colleagues in making it constitutionally possible to do so. 

This is no different than the roadbuilding program this Congress 

to the tune of $40 billion or $50 billion. We can all take 
the position the States ought to take care of State highways. But 
: = not, and it became a Federal problem. You fellows took care 
of that. 

Senator THurmonp. I think the theory on which that was done 
was on the theory of national defense; that you would have to rush 
tanks and men and weapons to one side of this country from another 
if you have war. I won’t go into that, but I think that was the chief 
theory of a great many supporters. 

Senator Pastore. Wait a minute; we do not want to get into a 
debate here. I am afraid this thing will get a little bit out of hand, 
but I daresay I have heard the best argument so far for doing away 
with the two-price system on cotton. 

: Mr. DuCusssr. I do not understand it, so I am not going to de- 
ate it. 

Senator Pastore. If we are going to support agricultural products 
because some people are interested in it, and if we are going to have a 
two-price cotton system in order to get rid of surplus cotton, I do not 
see a wrong with a depressed area bill which is for the benefit 
of the people of this Nation. But, we are not going to begin these 
debates today, because we are going to get nowhere and I do not think 
this will serve any purpose. ~ 

Do you have anything further? 

Mr. DuCuessi. I would like to make one statement. Ifthe national 
debt has gone up $13 billion 

Senator Pastore. I hope you won’t pursue that any further. 

Mr. DuCuessr. I’m prejudiced toward the Democratic Party, and 
I don’t care who knows it. 

Senator Pastore. So is Mr. Thurmond a Democrat, too. Let’s not 
get into politics here. Let’s get on with this resolution, because I’m 
afraid we are going to lose ourselves in some tangents, and we don’t 
want to. Let’s remain on the track, gentlemen. It has been a won- 
deful hearing and investigation so far and, if we keep it on the track, 
I think we are all going to be a lot better off. 

Mr. DuCuesst. You can appreciate how I have felt for the last 
couple of weeks for certain things that took place. I want to intro- 
duce to the committee Mr. Fred Krokenberger, our joint board man- 
ager in Amsterdam, N. Y., who would like to present some figures on 
unemployment in that particular city I have been a about. This 
is descriptive of the shutdown areas of the carpet industry. 


Senator Tuurmonp. Could I say this before you start? I just 
want to say. we are glad to have your fine son down in South Carolina. 

Mr. DuCuessr. I want to say, Senator, he picked it out, and I 
approve. He is doing fine. 


STATEMENT OF FRED KROKENBERGER, BUSINESS MANAGER, 
AMSTERDAM JOINT BOARD, TWUA, AFL-CIO 


Mr. Kroxensercer. I have obtained some of the figures from the 
United States Unemployment Office recently, and there we find that 
we have had quite a problem since the closing of the Bigelow-Sanford 
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carpet mills. We found in 1956, when the cutback in employment 
took place, that we had 858 poops collecting unemployment in- 
surance. As the plant practically completed its operation in 1957, 
we had 1,820 people who were actually unemployed. And the last 
figures, ending November 7, we have 1,598 people who are now collect- 
ing unemployment insurance in this city. 

e also find that, at the end of 1958, we have had 1,348 people who 
have lost their jobs and who have exhausted all their benefits under 
employment insurance. We have found approximately 500 of this 
1,348 have found some employment. Therefore, to give us an idea 
of just what the actual condition has been in that city today, we found 
that only a few of the plants moving in such places had use for male 
help. Some sewing machine operations have moved in which have 
consumed quite a few of the female help, and their earnings run from 
$1 to $1.25 per hour, such as White Stage Dress Shop, Handover Dress 
Shop, Consolidated Novelty & Plastic Product, Inc. There we find 
that these women have been absorbed in these plants, leaving the total 
number of people unemployed of about 80 percent male help. 

Now, at the present time, we have also checked in our department 
of public welfare and we found that, going back to 1956, we had 228 
families who were on relief.. Today, there are 235 families still col- 
lecting relief. Now, we have found also that these industries coming 
into town consist mostly of light work, such as female help which is 
required in the sewing operation. There have been many of them 
that have been turned down because of the shortage which exists in 
the female help and, after all, what we are looking for is a male 
industry. 

Our community has raised over $300,000 in order to bring about 
new industries. They have spent thousands of dollars in advertise- 
ment, and today we have but one company coming in which we expect 
to be getting into operation about next September, which is a boat 
manufacturing company. So, that gives us an idea of just where we 
are going. 

e certainly do need assistance in that town. I’m proud to say 
that Amsterdam has done everything possible in order to help itself. 
The money raised, $300,000, built a plant. We are now talking about 
putting on a campaign in order to raise a quarter of a million dollars 
in order that we may be able to build one-floor factories. Most of 
our factories in that community today are becoming obsolete and we 
know that it is a necessity and the only way we can see to help our- 
selves in the future is that we have to do it ourselves. 


It is just as Mr. DuChessi has stated; we need help and it has to 
come from other sources. I do not think a community with about 
82,000 people can do that job alone. I think they have exhausted 
everything they have. Only recently, since Bigelow-Sanford has 
been moved out of Amsterdam, my taxes alone have gone up 100 per- 
cent. I was paying $240 a year, and I understand our tax report has 


not been completed as yet, but I am assuming that it will be close to 
$600 in 1959 for a 5-room house, with no income. 

Therefore, the whole community is hit on that basis. How long 
our younger element there is going to be able to continue in paying 
those kind of taxes and maintaining their homes, no one knows. 
Many of these homes already have been put up for sale. 
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I have been in this community for 17 years and today there is 
ractically a dozen empty stores on our main street, which certainly 

— not show good signs for the future. So, there you have it. We 
are here to get help. We need it. We need it badly and we also feel 
that this help has got to come somewhere. If the State can’t raise 
this money in order to assist us, then we must appeal to our Federal 
Government. 

Senator Tuurmonp. Did you say your main trouble came from the 
mill leaving town and certain moneys being taken off the taxbooks? 

Mr. Krokenpercer. Yes. 

Senator THurmonp. Wasn’t the main reason the mill closed be- 
cause of the imports that have been coming in here cheaper than the 
mills can manufacture it ? 

Mr. Kroxensercsr. That is so, some of it. It is also having that 
same effect on the Mohawk, which is now the Mohasco Industry, 
where we have lost our axminster department and there we find em- 

loyment down about 800, 900, due to the fact of imports playing a 
bi part in that. 
enator Pastore. Mr. DuChessi, I am going to leave the record open 
for you to develop those figures for me on imports. 
r. DuCursst. The import figures are right in the statement. 

Senator Pasrore. Wonderful. In other words, to spotlight the 
substance of your statement here, it is the imports that have done the 
chief injury to the carpet industry ? 

Mr. or air This whole testimony, sir, with very minor varia- 
tions has to deal with imports and the problem of this industry, as 
late as the first 2 months of this year. 

Senator Pastore. Good for you. 

Mr. Kroxensercer. I would like to say something about imports 
as far as our two other industries that we have in Amsterdam. We 
have one of the best known glove companies in the country in Amster- 
dam, and we have had close to 400 employees there a few years ago. 
We find ourselves down to about 225 employees now. As you walk 
through that plant, you see all types of cases and on these cases you 
see stenciled on the cases the name of Germany, Italy, France, Japan, 
Puerto Rico, Philippine Islands. That is what is happening to our 
production and to the employment situation which has brought it 
down to practically 50 percent curtailment in employment because of 
the imports coming in. 

We also find that they are not only shipping cloth, which practi- 
cally put our knitting department out of existence, but today, the 
finished glove is coming in cellophane packages. How long we can 
continue with that plant, we don’t know. We have been in negotia- 
tions only yesterday, negotiating a contract with Mr. Sheer, and he 
tells us that the outlook is very dark. 

We also have an underwear factory. The condition there of the 
Chalmers Knitting Co., owned by Lester Martin, is that it is prac- 
tically out of existence as far as operating and making underwear. 
That plant was also known as one of the best underwear manu- 
facturers in the country. Today it have gone into a ladies sportswear 
business and we are making some progress in that field. 

They have started one of the most modern handkerchief depart- 
ments in the country, brand new equipment. Hundreds and thou- 
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sands of dollars was spent for that equipment. They operated about 
a year and a half and what happened? All of a sudden we get hand- 
kerchiefs in a cellophane package for 12 cents less than our company, 
Chalmers Knitting Co., could produce or manufacture these handker- 
chiefs. We have been going on week-on, week-off, operation. 

The only thing that is keeping this plant going today actually is 
the ladies sportswear division which has been a new division, which 
has cost the company thousands of dollars to get started. 

Senator Pastore. All right, sir, who are the other witnesses? 

Mr. DuCuesst. I would like to introduce David McKnight, for- 
merly employed by the Bigelow-Sanford Carpet Co. He worked 
in the mill. We brought him down here because we would like 
to have him as representative of the type of carpet worker who is 
walking the streets of Amsterdam today. His wife is working but 
he is not. Like Fred said, we have 80 percent of our men walkin 
the streets while the wives are doing the work and that is not gol 
for America, you know. 


STATEMENT OF DAVID McKNIGHT, FORMER EMPLOYEE OF 
BIGELOW-SANFORD CARPET CO. 


Mr. McKnieut. My name is David McKnight. I live in Amster- 
dam. I am a former employee of the Bigelow-Sanford Carpet Co. 
I was in the maintenance department and I was one of the last to go. 
In July a year ago, the conditions in our town are as of right now, 
very serious. I have been out of work now, other than picking up 
odd jobs for about $1.33, $1.34 an hour when I’m used to making 


over $2.15 an hour. 

The unemployment insurance is the only thing that is carrying the 
people in Amsterdam right now, thanks to the extra 13 weeks and a 
new law that was passed of having 15 weeks and you could receive 
26 more in the State of New York unemployment benefits. 

Mohawk Carpet, as Bill and Fred have said, is gradually going. 
We are getting some new industry in there but it is cheap labor and 
I think something should be done by this committee to help the work- 
ng people throughout the country. This is just in Amsterdam. In 
Schenectady, General Electric Co. has gone down to about 23,000 
people from 40,000. 

Senator Pastore. How old are you? 

Mr. McKnicurt. I am 48 years old. 

Senator Pastore. Forty-eight. 

Mr. McKnienr. And it is hard to get work at 48 years old. I 
worked for Bigelow for 23 years. 

Senator Pastors. How long have you been out of work? 

Mr. McKnienr. I have been out of work, well, as I say, I was one 
of the lucky ones. I was in maintenance and we closed the plant 
down and I have been out of work, well, since about a year and a half 
now. 

Senator Pastore. Do you find it hard to find other work? 

Mr. McKnieur. Yes, very hard, especially with G. E. going down. 

Senator Pastore. How large a family do you have? 

Mr. McKnienrt. I have no children. 

Senator Pastors. Your wife works? 
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Mr. McKnicur. My wife worked for Bigelow. She was out for 
quite some time and she took a test for the Government and she now 
works in the Navy depot, but she was due to be laid off in the Navy 
depot September 5. She was in material handling and she was very 
fortunate. They transferred her over to correspondence. 

Senator Pasrore. How old would you say the average employee is 
in these companies? 

Mr. McKnicnr. Fifty years of age. 

Senator Pasrorr. Which makes it pretty hard once they lose their 
job to find something else. 

Mr. DuCuesst. In the first place, there is no place to go. You take 
a town like ours, it had an overflow of some 2,500 of our young fellows, 
middle-aged men working in Schenectady for American Locomotive 
Works, General Electric. Now they are down in G. E. from 40,000 
to 23,000, which dumped some more unemployed in the community. 
American Locomotive Works, which employed about 5,000 is down 
to about 1,500 and has announced a further layoff of 500, and these 
are not just economic layoffs, you know because of what we are going 
through. These are permanent wipeouts. 

Senator Pastors. Now, on this handkerchief thing you brought 
out, where are these handkerchiefs coming from? 

Mr. KrokensBercer. Japan. 

Senator Pastore. Has any action been sought through the process. 
of the Reciprocal Trade Act, do you know ? 

Mr. Kroxensercer. Not to my knowledge, although we have as a 
committee, been going in and approaching our Congressman, and so 
forth, but the company I know definitely has taken a great interest 
in doing something about it. 

Senator Pastore. Have they filed anything under the escape clause? 

Mr. Kroxensercer. This, I believe, they have done. 

Mr. DuCuesst. Let me talk about carpets. The industry did file 
under the escape clause last February or January. We got a hearing 
in June and here it is November and not. a word. 

Senator Pastore. Nothing has happened yet? 

Mr. DuCuesst. Not a word, an r understand we can look for 
something and it will probably be negative. My information is we 
will hear sometime next spring. 

Senator Pastore. Even if it is positive, you will die between now 
and then. 

Mr. DuCuessr. We expect it sometime next spring. 

Senator Pastore. All right; thank you very much, gentlemen. 

Mr. Kroxensercer. The same thing has taken place in the glove 
industry over one-half year ago. 

Senator Pastore. The competition comes from where? 

Mr. DuCuesst. Italy, Germany, and France. Thank you very 
much for being patient. 

Senator Pastore. The next witness is Sol Stetin. 


STATEMENT OF SOL STETIN, REGIONAL DIRECTOR, TEXTILE 
WORKERS UNION OF AMERICA, AFL-CIO, IN THE STATES OF 
NEW JERSEY, PENNSYLVANIA, AND DELAWARE 


Mr. Stetin. My name is Sol Stetin. I live in Paterson, N. J. My 
office is in Newark, N. J. I am a vice president of the Textile Work- 
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ers Union of America, AFL-CIO, as well as being regional director 
for Delaware, New Jersey, and Pennsylvania. I am a textile dyer 
by trade; I started to work in the dyeshops in Paterson, but joined 
the staff of my union 24 years ago. 

Like so many of my colleagues who have testified before your sub- 
committee, the burden of my story is the serious decline of the textile 
industry. Although a State like Pennsylvania was thought of as 
being almost entirely a center of heavy industry, the fact is that textile 
was a big business there up until 25 years ago. Today, as I shall show 
by a careful presentation of the statistics, the industry has shrunk to 
a shadow of its former self. In New Jersey and Pennsylvania, the 
textile mills have been liquidating or migrating at an alarming rate, 
especially during recent years. 

aterson, N. J., as some of you may recall, was once known as the 
silk city of America. Going way back to the time of Alexander 
Hamilton, and even before the advent of steam power, there were 
factories in Paterson. The cotton weaving and spinning industry, 
and later the silk industry, had its beginnings in and about Paterson 
in the early 19th century. We find a record that in 1839 the first 
broad silk looms were in operation in Paterson. Christopher Colt, 
the inventor of the pistol bearing his name, established his gun fac- 
tory in the early 1830’s. He gave over the fourth floor of his plant 
to silk weaving in 1839. In more modern times, Paterson, because 
of certain natural advantages, became the center of the rayon, silk, 
and textile dyeing industry in this country. Skilled weavers im- 
ported from Belgium and other countries helped to build the silk 
industry in these United States. 

In Passaic, the woolen mills, now almost entirely gone, had a na- 
tional reputation as the producers of fine goods sold under nationally 
advertised brand names. 

Driving through the famous Fairmount Park in Philadelphia, one 
passes an old building for which is claimed the distinction of being 
the first textile mill in America. A wide variety of textile manufac- 
ture was carried on in Philadelphia from the early colonial period 
until the present time. I hope the American Federation of Hosiery 
Workers will relate to the subcommittee the astonishing story of what 
happened to the hosiery industry in that city. Thirty or so years ago, 
Philadelphia was the center of the full-fashioned industry in this 
country. Today, there isn’t a single full-fashioned hosiery knitting 
machine running in all of Philadelphia. Other types of textile manu- 
facture in Philadelphia, which at one time held a place of national 
preeminence in the industry, have shrunk and shrunk, until today the 
northeast sector of that city, which is the area where textiles were 
mainly located, would be a ghost city were it not for the growth of 
other types of manufacture in other sections of the metropolitan area 
which 1s now known asthe Delaware Valley. 

Attached to my statements are a series of tables prepared by the 
research department of the Textile Workers Union of America. 

The table dealing with textile plant liquidations between 1952 and 
1958, table 1, shows that in New Jersey, during this 6-year period, 
75 mills have closed their doors, causing a loss of 13,370 jobs. In 
Pennsylvania during that same period we have lost 155 plants and 
28,900 jobs. 
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The total losses of mills and jobs in the Middle Atlantic region, 
comprising New Jersey, Pennsylvania, and New York, the figures 
show, is 303 plants gone and 66,525 people put out of work in that 
same period between 1952 and 1958. 

Actually, the situation is even worse than these gloomy overall 
figures show. I say that because, in the few weeks since this data 
was compiled, additional plants have announced liquidations. Here- 
with follows a list conti’ this week of closings in Pennsylvania 
and New Jersey in the last 6 months. One or two of these most recent 
closings may be included in the overall tabulations, but most of these 
are new and must be added to the overall totals. 


Unionized mills liquidated in New Jersey and Pennsylvania in the last few 


months 
Number 
of workers 


Haledon Novelty, Paterson, N. J.; Puritan, Paterson, N. J.; Cambridge 
Textile Novelty, Paterson, N. J.; total 

Galli, Passaic, N. J.; Schetty Bros., Carlstadt, N. J.; Manhattan Print, 
Passaic, N. J.; 

National Velvet, Union City, N. J 

Foster Yarn Co., Trenton, N. J 

Millville Manufacturing Co., Millville, N. J., cotton weaving and spinning 


meee! Tane, Pisgsantville, N. J.u5 os. cnc Ll oe ee ed 
Forstmann Woolen Co., Passaic, N. J 
J.B. Martin, ribbon mill, Philadelphia, Pa 

Let me discuss for a moment the case of the Millville Manufactur- 
ing Co. in this last listing. This plant is located in a fairly isolated 
area in south Jersey and is a shop that has operated continuously for 
over a hundred years. A year ago, there were about 700 men and 
women still working in this plant. The work force has been steadil 
reduced over a period of months. Some of the workers in that mill 
have been employed for 48 years—believe it or not. And these vet- 
erans are being dismissed without a penny’s worth of severance pay. 
The closing down of this cotton spinning and weaving division of the 
Millville Manufacturing Co. is a serious economic and emotional 
wound to the very vitals of the life in Millville. Many of the older 
workers among those laid off will never get jobs again even though 
many of them actually need to go on earning money. And the middle- 
aged and younger workers in this locale will be hard put to find jobs. 

The final closing of the Forstmann woolen mill in Passaic I will | 
discuss more at length in another section of my testimony. 

Appended also to this testimony are three other tabulations which 
I wish to refer to at this point. 

There is a table giving overall employment figures in the Middle 
Atlantic States between February 1951 and August-September 1958, 
table 1-A. The decline in the number of persons employed in these 3 
States during that period was 41.9 percent. In round numbers there 
were 303,600 employed in textile mill products plants in the Middle 
Atlantic region in 1951; as of 2 months ago, this total was down to 
176,400. As we figure it, 127,000 lost jobs in textile plants in this one 
geographical section of our industry in the period from 1951 to 1958. 

have here some additional figures given to me by the research 
department and I particularly would like you to have them, Senators, 
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because it deals with the mills that have liquidated between 1946 and 

1952, and I would appreciate if that could be put in the record. 
Senator Pastors. All right, we will insert them in the record. 
(The documents are as follows :) 


Listings of liquidated plants in Pennsylvania : 1946-53, 1946-54, 1953-55. 
Listings of liquidated plants in New Jersey (except small dye plants) : 1946- 
52, 1946-54, 1954-55. 


TEXTILE WORKERS UNION OF AMERICA, RESEARCH DEPARTMENT, 
NEW YORK, N. Y. 
SUPPLEMENT E 


Textile mills liquidated in Pennsylvania, 1958-55 (supplementary listing) 


Mill and location Date liquidated Product Em- 


Abbott (A. Theodore & Co.) Philadelphia! March 1955 Upholstery fabrics 

Arcadia Hosiery Co., Lansdale June 1955 — full-fashioned ho- 
siery. 

Ashland Knitting Mills, Inc., Ashland April 1953 Knit underwear 

Atlantic Knit Mills of Philadelphia, Phila- | April 1955 Circular-knit cloth and 

delphia. sweaters. 

Bancroft (Jos.) & Sons, Reading March 1955 Cotton fabrics 

Bartram Mills, Philadelphia ‘ 1953 

Beaudye Hosiery Finishers, Reading Early 1955 = and finish nylon ho- 
siery. 

Bethlehem Throwing Co., Bethlehem ! March 1955. Rayon throwing 

Blake (M. & H.), Inc., Manheim. do........---| Rayon fabrics 

Bloomburg Milis, Wilkes Barre (Dallas) ? August 1955_._--|_._..do 

Daly Specialty Co., Reading Spring 1955......;| Rayon throwing 

Dunhill Knitting Mills, Philadelphia April 1955. | ie TE * 

Duplan Corp. (remainder of plant), Berwick ?..| End 1955. —— of acetate and 
nylon yarns, 

Elm Knitting Mills, North Wales Knit polo shirts and 
sweaters. 

Erie Hosiery Finishers, Philadelphia Early 1955 Finished hosiery 

Federal Knitting Co., inc., Philadelphia * December 1954._| Full-fashioned hosiery-..----- 

Gotham Hosiery Co.’ (11th St. and Erie Ave),| September 1955..| Full-fashioned hosiery 

Philadelphia. (knitting plant only). 

Grumont Hosiery Co., Philadelphia October 1954....} Full-fashioned hosiery 

H & 8. Hosiery Co., Inc., Penndel 9 

Hampshire Hosiery Mills, Inc., Perkasie.. 

Hartsville Hosiery Co. Hartsville 

Infants’ Socks, Inc., Middletown Socks... 

Interwoven Stocking Co., Chambersburg Men’s hosier 

Kayser (Julius) & Co., Inc., Bangor (Crown 7 Full-fashioned hosiery 

plant), Knoxville * be .-| Knit gloves 

Kinley Hosiery Mills, Inc., York .| December 1954..| Full-fashioned hosiery 

Klenk-Landis Co., Inc., Philadelphia !___- ..| February 1953...| Wool yarns...........-..-.. 

Kraemer Textiles, Inc., Nazareth. March 1955......| Full-fashioned hosiery dis- 
continued; spinning opera- 
tions remain. 

Kreider Manufacturing Co., Annville 19 Women’s hosiery 

Krout & Fite Manufacturing Co., Philadelphia*_| June 1955._......| Narrow fabrics_.........-..-. 

Laros (R. K.) Co. (partial), Bethlehem August 1955 Weaving and throwing of 

: rayon discontinued. 

Lees (James) & Sons Co., Bridgeport (partial) ..| January 1955....| Wool carpet yarns and dye- 
house operations discon- 
tinued. 

Linen Thread Co., Inc. (Ederer division), | Late 1954 Fish lines, twine, and net- 

Philadelphia (Frankford). ting. 

Lykens Hosiery Mills, Inc., York April 1954 Men’s seamless hosiery ....-.- 

Manayunk Spinning Mills, Inc., Philadelphia.._| September 1955. 

Margolin (Wm.), Inc., Athens 2 J Silk and rayon fabrics 

Marsheery Hosiery Mills, Lehighton Full-fashioned hosiery 

nem? P. Wool Co., Pittsburgh (spinning | December 1955..| Worsted yarn 

nt). 
ae Worsted Mills, Inc., West Consho- Worsted fabrics 
en.! 

Miller (J. J.), Shenandoah Knit underwear 

Montour Hosiery Mills, Inc., Montoursville-..- Full-fashioned hosiery 

Nolan Hosiery Mills, Reading y 

No-Mend Hosiery Co., Philadelphia # September 1955..| Finish women’s hosiery 

North Penn Knitting Mill, Lansdale 1952 Full-fashioned hosier 

Nylon Preboarders, Inc., Philadelphia * Finish full-fashioned hosiery- 

Pagoda Knitting Mills, inc., Reading Full-fashioned hosiery 

Parke (E. Hamilton), Inc., Philadelphia Worsted combing 

Pen Argyle Mills, Pen Argyle ! Tricot fabrics 

Plaza Mills, Inc., Selinsgrove ! Rayon fabrics 


See footnotes at end of table. 
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Teatile mills liquidated in Pennsylwania, 1953-55 (supplementary listing )—Con. 


Mill and location Date liquidated Product 


Price Knitting Mills, Philadelphia Knit sweaters 
City Textile Co., Allentown ! Summer 1955....| Warp-knit fabrics 
Lane Knitting Mills, Inc., Penndel 1954 Full-fashioned hosiery 
Roger Mills, Philadelphia ! Woven plastics 
Samalto Hosiery Mills, Sellersville — 
ee yon West Lawn 
(1.) Co., Inc., Reading Pas 
a Bg Knitting Mills, Slatedale ! April 1955. Children’s hosiery 
vania Drs Co., Philadephia 3 November 1951_.| Dye hosiery 
‘alley W: Combing ry ‘Philadelphia il Worsted combing 
Veterans Hosiery Mill Mohnton 1954. 
Vogue Manufacturing Co., Exton (Westchester) - 
Wal-Roy Hosiery, Inc., Perkasie 
Warner J. Steel om Inc., Bristol ! 
Wel-Wear Hosiery, Ine., Oley ; 1953. Full-fashioned hosiery 
Wister Spinning Co., Philadelphia December 1954..| Wool and nylon yarns, gar- 
netting. 


1 TWUA mill. 
2UTW mill. 
SAFHW mill. 

4 Independent union. 
§ Lost jobs. 
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Mr. Sterrn. Tables 2—A and 3—A, also appended, are carefully com- 

iled listings of all textile mills liquidated in Pennsylvania and New 
Fissey in 1956-58. The date on which each plant shut down is given; 
also what these mills made and the number who lost their jobs in each 
case. Wealso state whether the plant was unionized or not and which 
union was the collective-bargaining agent. This particular bit of 
information may not be of major interest to the Members of Congress, 
but irrespective of any governmental actions which may or may not 
develop out of these hearings, the maintenance of an effective union 
in this industry is of fundamental importance not only to the workers 
employed in it, but to the general community as well. 

hope later on we will be able to submit a statement by one of our 
representatives as to what is going on so far as the interference in 
organizational activities. 
ow, you have had considerable testimony of mergers, but I want 

to add a few things on them. In the New Jersey section of the textile 
industry, the issue of corporate mergers and tax avoidance schemes 
has been one of the conspicuous causes of the contraction of our in- 
dustry. For some years now I have been carrying on a persistent 
campaign to have the New Jersey delegation in the Congress initiate 
and press a rigid inquiry into what is palpably an unethical practice 
and clearly a violation of the spirit and intent of our tax laws—even 
if not a technical misdemeanor. I would invite the subcommittee 
staff to look at the files in my office which include a record of the 
several years of effort that the group of unions under my direction 
have given to this complicated subject. Let me quote from one of 
the many letters I wrote to the United States Senators from New 
Jersey on this question. This particular communication was written 
on May 15, 195, and mentioned particularly the cases of Botany and 
Gera Mills of Passaic. I quote: 

The present merger movement seems designed primarily to exploit the Ameri- 
can people and our National Treasury. In New Jersey we are confronted with 
an immediate situation which again highlights this sordid business. 

In recent years, thousands of employees of the Botany and Gera Mills have 
been merged out of subsistence without separation pay or other financial assist- 
ance. Botany Mills, Inc., is even now trying to avoid its moral obligations to 
pay vacation pay owed to over 1,100 of its faithful workers who gave 20 and 30 
years of service to the company. They are doing this despite the vacation pay 
awarded to our members by arbitrator David Cole. 

The company went to court on this issue, and succeeded in having the decision 
set aside on a technicality. We are now appealing this court decision. It may 
sound old fashioned, but here, indeed, is a heartless and soulless corporation, a 
barbaric throwback to the sweatshop operators of 40 years ago. 

It may not be the concern of the Congress, to develop a heart and soul for 
corporations of this type, although this is an area where legislation can well 
be developed and, from our experience, is vitally needed, to enforce more so- 
cially responsible attitudes. It is certainly the concern of the Congress, how- 
ever, to protect the National Treasury from being raided by tax avoidance 
schemes based on tax loss positions. Proper tax legislation may well serve the 
dual purpose of halting the creation of the industrial giants which are dominat- 


ing our economy and the inhumane practices of wiping out jobs held by so many 
of our older workers. 

Having scrapped their thousands of employees because “they are no longer 
needed,” Botany Mills, Inc., has turned from sucking the blood of its workers 
to sucking money out of the Federal Treasury for the enrichment, solely, of its 
stockholders and management. It is buying up profitable companies and merg- 
ing them with the “broke” Botany setup, thereby avoiding payment of taxes on 
profits through the loss carry-back position they have acquired. 
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Without a blush, Botany’s latest report to stockholders declares that these 
companies “have been bought without using Botany assets or obligations * * * 
in all cases, earnings of the acquired companies is used to pay for them.” The 
size of this scheme is indicated by the annual report which states that in 1957 
the company may earn $15.5 million before it would have to pay taxes. On the 
1956 profit of $2,297,690 no taxes were paid. And, of course, no vacation pay 
obligation to Botany workers was permitted to interfere with this profit posi- 
tion, gained at the expense of the American public. 

Legislation must be drawn to protect the public from the practice of acquiring 
corporations, later to be abandoned, for the purpose of offsetting profits made in 
other corporations. The danger of such practices, presently permitted, is shown 
clearly in the cold, ruthless course pursued by Botany. 

The contempt this corporation has shown for its workers and for the public 
demands immediate investigation by the proper congressional committees or, 
possibly, one created by joint action of both Houses for the special purpose of 
probing deeply into the entire subject of merger and its effect on our economy, 
our workers, and our tax structure. 

One postscript is needed here. We have at last obtained a settle- 
ment of the back vacation pay in the Botany case that we referred to 
in this earlier letter. After almost 2 years of litigation and consider- 
able legal expenses, an agreement has just been reached whereby some 
$130,000 will finally be distributed to the approximately 1,100 work- 
ers involved. 

In September 1956, a special issue of Textile Labor, which is the 
official organ of our union, was issued entitled “Crisis for America.” 
A copy of this publication, which describes the situation in the indus- 
try as seen by our union, has already been introduced in the course of 
these hearings. Let me quote herewith a few paragraphs from the 
article on mergers, which was one of the features of this special issue. 
This is attached herewith as exhibit A. 

The above is a broad introductory statement to the merger problem. 
At this point, I introduce in my testimony precise summaries of just 
what occurred in two particular cases in New Jersey. 

Gera Mills liquidated as part of tax avoidance scheme of Albert A. 
List. The liquidation of the Gera Mills plant in Passaic, N. J., in 
April 1954 with the loss of 800 jobs to the community represented a 
phase of a grandiose tax avoidance scheme of the notorious specu- 
lator, Albert A. List. The plan, which has been in force for at least 
15 years, has included a variety of financial maneuvers, including 
the use of collapsible corporations, splitups, spinoffs, and most im- 
portant, the skillful employment of the capital gains provisions of the 
tax law. A detailed account of the scheme was documented in a 
statement by Solomon Barkin on June 29, 1955, to the Senate Com- 
mittee on the Judiciary, Subcommittee on Antitrust and Monopoly. 
It was shown that despite the consistent profitability of the Willian 
Whitman Co., Inc., Massachusetts, the chief operating company 
owned by List from 1945 through 1952, the latter found it lucrative 
to close down 4 mills in Lawrence and New Bedford, Mass. (in 1949 
and 1952), throwing some 9,200 workers out of their jobs. 

List’s complex interlocking transactions included the acquisition 
of control of Gera Mills, Inc., in December 1953. Five months later 
that plant was shut down. The losses of the company spurred its 
acquisition of other concerns to make full use of carryover offset 
privileges. A letter of the U. S. Finishing Co., a firm which had 
been acquired by List in October 1953, to its stockholders as of January 
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98, 1955, describing the proposed acquisition of that concern by Gera, 
stated : 

Furthermore Gera Corp. had losses arising from other operations, which it 
is believed can be offset for Federal income tax purposes against earnings from 
the business to be acquired from the company, and from its own electronics cand 
other divisions, which otherwise would be subject to tax. 

List’s elaborate financial maneuvers, continue to this date. In 
fully utilizing the loopholes in the tax laws, he has shown a callous 
disregard for the welfare of his workers and their communities. 
During the past year and a half he has shut down two large dyeing 
plants in Connecticut, with the destruction of 1,250 jobs. 

The purchase and liquidation of Forstmann Woolen Mills by J. P. 
Stevens & Co., Inc. The Forstmann Woolen Co. started operations 
in Passaic, N. J., in 1904. An additional plant was built in Garfield, 
N. J., in 1908. The products of these plants made the Forstmann 
label a foremost name in quality woolens. 

J. P. Stevens & Co., Inc., the second largest textile chain in the 
Nation, employing more than 30,000 workers in 44 plants, acquired 
all of the Forstmann stock in June 1957. Four months later, Stevens 
announced the liquidation of the Forstmann spinning and weaving 
plant in Garfield, displacing 1,700 workers. In October 1958, the 
company doomed the jobs of the remaining 500 workers employed 
in the Passaic dyeing and finishing plant. 

The famous Forstmann trade name will continue to be used by 
Stevens on goods produced at its other mills. But these several 
thousand workers in the Passaic area who had devoted their workin 
lives to creating the qualities which the Forstmann label represented, 
are out of a job. 

In addition to exploiting the Forstmann trade name, the Stevens 
Co. will no doubt make use of the tax loss carryover which accrues 
to the Forstmann Woolen Co. as a result of losses of more than $6.8 
million in the years prior to its purchase by Stevens. Thus the abuse 
of ener in our tax laws contribute to the liquidation of textile 
mills. 

Sonnabend’s Sackful: At the hearing before the subcommittee held 
in Hartford, Conn., Mr. John Chupka, secretary-treasurer of the Tex- 
tile Workers Union of America, gave a special presentation on the 
subject of the woolen and worsted section of our industry. As part 
of his discussion, Mr. Chupka called the attention of the subcommit- 
tee to an article which appeared in the September 1958 issue of For- 
tune entitled “Sonnabend's Sackful.” This very vivid, but quite cyni- 
cally written account of the Botany Mills merger deal and of the 
present owners’ incredible corporate manipulations should be widely 
read and understood in this country. While this article differs in tone 
from the kind of things you would find in a labor publication, the 
revelation of cold-blooded financial piracy it details makes it far more 
inflammatory than anything I have read about big business operators 
in some years. This should be carefully studied by the members of 
the subcommittee. In this connection, let me also call your attention 
to a brief comment on the September article which appeared in the 
November 1958 issue of Fortune as a letter to the editor from Solomon 
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Barkin, research director of the Textile Workers Union of America, 
The text of this letter is as follows: 


Tue BoTrany ForRMULA 
To.the Bditors: 


Sonnabend’s Sackful (September) omits, from the point of public interest, an 
evaluation of techniques he, and others like him, have used to become the “happy 
accumulators.” They have capitalized on a tax loophole to bail out corporate 
stockholders and to enable owners of profitable corporations to gain tax advan- 
tages at the expense of the Federal Treasury. A. M. Sonnabend, and similar 
operators, are lightening the tax charges for select corporations and stockhold- 
ers, thereby shifting the heavy burdens to the rest of us. 

The so-called Botany formula rests upon the company’s cumulative tax loss 
carryover of $21 million. Having closed its mills in Passaic, N. J., displacing 
2,000 employees without the payment of a separation allowance and even con- 
testing the payment of vacation benefits until the union’s claims were upheld by 
a State superior court, the company now functions as a holding company with 
no central operating staff inducing other companies to come into the fold by 
offering them the bait of a 100-percent rebate on the Federal income taxes due 
on their earnings. When these rebates have paid off the purchase price, Botany 
stockholders will enjoy a bonanza. This ingenious procedure has now attracted 
the Studebaker-Packard stockholders, who see in it a way of recouping their 
investment by siphoning off moneys paid to the United States Treasury to them- 
selves and their prospective affiliates * * *. 

I say to you, Senators, that this has been a serious problem because 
it has encouraged the merging of plants to go out of business so 
that other corporations are in a position of making money and people 
lose their jobs as a result of it. 

A few words about the Forstmann plant which just closed. The 
Textile Workers Union of America has, of course, protested as best it 
could, the shameful tactics of these companies in cold-bloodedly closin 
down modern, productive plants causing widespread job losses. Local 
newspapers in these textile communities in some cases do give some 
attention to these economic catastrophies at the time they happen. At 
the time the Forstmann Woolen Co. announced its decision to shut 
down its Garfield mill in October 1957, the Herald-News, a daily paper 
in Passaic, N. J., printed a fairly accurate account of what occurred at 
the meeting of the local union which represented the Forstmann 
workers. 

I reproduce this article for several reasons, but especially because 
you will notice that all phases of the problem were discussed, in a rea- 
sonable and clear-headed fashion by the workers involved. Another 
reason I am here bringing this article to your attention is that it is 
one of the many which we attempted to have printed in order to arouse 
public opinion to a serious consideration of this vital economic and 
social issue. We want this subcommittee to know that our union is not 
coming here to the members of the Senate saying, “You solve our prob- 
lems.” We ourselves have worked at this job to the absolute limit of 
our capacity. It is beyond question that the basic ills of the textile in- 
dustry must in large measure become the concern of the Congress of 
the United States. The article is attached herewith as exhibit B. 

One example of tax loss carryover as a factor in textile mill liquida- 
tions. In various full-length presentations made to the committees of 
the Congress over the years in relation to the loopholes in our tax laws 
and the relationship of this issue to the textile mill liquidations, we 
have provided more than ample data on the overall question. Because 
of my particular concern with the impact of the liquidation of the 
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Botany Mills in Passaic, I wish to call your attention to the following 


section of a report of the research department of our union, dealing 
with the Botany matter. I quote as follows: 


The following companies were acquired by Botany Mills, Inc., prior to the 
liquidations of its Passaic, N. J. mill (in January 1956) : 








Company Date acquired Product Employ- 

ment 
Gastonia Combed Yarn Corp., Gastonia, N. C_..........| Jume 1955.....-_- Cotton yarn____. 900 
Jewel Cottom Mills, Inc., Thomasville, N. C_.._..__-_-_-|_- jhe 333-4 Seo. 200 
Irene Mills, Taylorsville, N. C_....._..- thaw winddncrablicneneeson Goss SELS G0cici. Ak 250 
Gurney Manufacturing Co., Prattville, N. C.......-_--.-|..__- nn hcmemelietaal Eee 250 


SED, BIR abode cus dnabhsencesees Pitidsac saat ance October 1955....| Cosmetics_......}.....-.... 


The annual report of Botany Mills, Inc., for the year ended December 31, 
1955, in footnote J described its carryover credits as follows: 

“Based upon consolidated Federal income-tax returns filed and to be filed, 
the company has net operating loss carryovers which may be availed of to re- 
duce the consolidated taxable income of the members of the group whose income 
is consolidated for income-tax purposes, during the succeeding tax years by 
approximately the following amounts: 


Se | OUI iiss ee ites et ee oe Taba $3, 700, 000 
AE EE BRR aL TE Ear, 2 La AE Ae FOP eee le Ce BERNE SR Tatas 8, 100, 000 
NEE ee ee eee oe ne a ae ane ee de i be 9, 500, 000 
Bee PORE Slee Beh el eT ee ae 14, 700, 000 


“It is expected that approximately $3 million of estimated losses provided 
for in the net loss for the year ended December 31, 1955, will be taken as de- 
duction for tax purposes subsequent to that date. Such amount is not included 
in the net operating loss carryovers shown above. Ali of the net operating loss 
earryovers set forth above are subject to those provisions of the Internal Rev- 
enue Code of 1954 and the regualtions issued thereunder which pertain to con- 
solidated returns.” 

The recognition of the role of the carryforward was described in a company 
letter to stockholders dated February 2, 1956, in which the chairman of the 
board urged the adoption of a recapitalization plan. He noted: 

“Our principal asset, a tax loss carryforward of over $13 million, I fear, will 
be largely lost and our securities greatly depreciated in value without approval 
of this recapitalization plan.” 

In the annual report to stockholders for 1955 the board chairman notes: 

“Our losses for the past 4 years and to be sustained in 1956 on account of 
liquidating sales of inventory and machinery will amount to approximately $18 
million. It is my confident belief that this amount can be earned by our com- 
pany during the coming 6 years, and because of favorable income-tax pro- 
visions, can be retained to restore the stockholders’ equity.” 


The Passaic mill, which produced woolen and worsted fabrics and 
yarns, was permanently closed in January 1956. Its employment was 
about 1,500 before closing, although it had been much higher several 
years before. 

Mr. Senators, it is conceivable that they may get here this afternoon 
and I may want to introduce some of these people later on in the after- 
noon if there is any time. 

Senator Pastore. Who are they—workers? 

Mr. Srer1n. Some of the workers from the factories, yes. 

Senator Pastors. All right. 

Mr. Sretin. In early 1956, in behalf of our union, I made a brief 
appearance before the Neely subcommittee, which was at the time 
conducting field hearings on problems of depressed industries. One 
of these hearings was held in Wilkes-Barre, Pa., in February 1956. I 
wish to call your attention to that particular testimony because in 
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the anthracite region of Pennsylvania, perhaps more so than in other 
depressed areas, we have the really serious social problem of men 
being unable to find employment and the wives having to become the 
breadwinners for the family. I came to that hearing with several of 
the laid-off workers who told stories which I wish to recall briefly. 

Senator Pastore. The women have become the breadwinners ? 

Mr, Srerin. Yes. 

Senator Pastore. I think that is a terrible commentary on _ the 
American way of life. 

Mr. Srerrn. Of course, this has become a serious problem and 
obviously this is not good. 

In my introductory statement, I mentioned a number of mill clos- 
ings and gave the then current employment figures. As you will rec- 
ognize, the situation has become worse since that time. I quote from 
that 1956 testimony : 


Mr. Sretrn. We haven’t had the problem of automation that other industries 
are having. We call it mechanization. But it has meant the same thing. 

In 1952, there were 30 plants liquidated, employing 5,500 workers. 

In 1953, there were 22 plants, employing 4,200 workers. 

In 1954 there were 37 plants, employing 7,200. 

And in 1955 there were 39 plants, employing 5,100. 

Here is an example of some of the liquidations we have had; the great 
Burlington Mills chain, one of the nonunion, antilabor operators in the South, 
took over a mill in Allentown employing 1,100 workers. Within a year or two, 
they liquidated the General Ribbon Mills. 

The Celanese Corp., a big company, liquidated its weaving plant in Williams- 
port, Pa., which employed about 900 workers. 

The Susquehanna Mills in Sunbury, employing about 900 workers, was liqui- 
dated. The Stehli Co. in Lancaster, Pa., was a firm that one time had 2,000 
workers ; when it liquidated, it had 500. 

In Marcus Hook, the American Viscose Co. reduced its operations from a 
norm of 1,800 to around 350. 

In the area in which I live, in Paterson and Passaic, in 1950 there were 30,500 
textile workers employed in that area. In 1955, there are only 15,000 workers 
left. 

A mill like the Botany Mills in Passaic—some of you have read about Botany 
500—used to employ 6,000 workers. The plant has been liquidated. 

The Gera Mills in Passaic, employing 2,000 workers, has been liquidated. 

The Wilkes-Barre-Hazleton area of Pennsylvania has been hard hit by mill 
closings. One company, the Duplan Corp., which employed over 4,200 work- 
ers in the Wilkes-Barre-Hazleton area, closed 3 plants and is operating its re- 
maining plants at a small fraction of its capacity. More than 3,200 Duplan 
workers in this area have lost their jobs. 

Senator, there are 3 workers here, 1 of whom is working in a factory and 2 
others who are unemployed, who have brief statements. The first person I 
would like to call on is one who is employed at the present time in Hess-Goldsmith 
in Plymouth, a textile mill. 

Mr. Eart Besteper. I am from Plymouth, Luzerne County. I am employed 
at Hess-Goldsmith, Atwater division, a textile mill. And it is pretty rugged for 
anybody that works there in the textile industry. The lowest paid rate in the 
textile industry is $1.16 per hour. I am a man with three children. Of course, 
there are more than I, with more children. They are getting the same amounts. 

You will go to work, and you are liable to go in today and they wili say there 
is no work. According to your contract, they must give you 4 hours. That is it. 
In other words, you are working from day to day * * *. 

Mr. STANLEY CHEPEL, Wilkes-Barre, Mayflower section. I have been working 
in the textile mills for the biggest part of my working years. I worked formerly 
at Fernbach Throwing Co. for close to 10 years. I was laid off in 1953. I have 
been idle now since 1953. That is close to 3 years. 

In that time, I have been able to pick up some work, like helping contractors 
and a few other people. But nothing steady; nothing steady at all. There is 
nothing in this valley to get steady. And if it wasn’t for my wife working, I 
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don’t know what I would do. I would appreciate it if something could be done 
for this valley. It is a shame for the woman of the house to be working and 
the man doing the housework. It is not right. 

Mr. Peter McManon, Georgetown, Pa. I am from Georgetown, Luzerne 
County, formerly of Fernbach Throwing Co. I am quite shaky. I don’t mind 
admitting it. I speak as the father of seven children. 

Senator Neety. How old is your oldest child? 

Mr. McManon. My oldest is 11, and my youngest is 4 months. 

Senator Neety. In view of their age, they are, of course, all dependent upon 


ou. 
~ Mr. McManon. Yes, sir. And at present I am engaged in door-to-door 
canvassing, and the man that knocks on the door is the man that sees what con- 
ditions are in this valley, or any other valley. In some areas, 99 percent of the 
people who answer the door are men. My wife won't be home till quarter of 4, 
quarter of 5, or whatever time she quits work. Many times I knock on doors, 
and the man comes to the door with an apron on. I have seen them come to the 
door with a dirty diaper in his hand. I am speaking the truth. I am no author- 
ity on this bill that is pending in Washington, but I can say this without hesita- 
tion; that I do not think the problems of this valley can be solved by bringing 
in any industries that are chased out of any other area. What we need are 
industries in this valley that will put the father to work and leave the mother 
stay home and raise the children, take care of the children. 

Mr. Stetin. Largely as a result of mill liquidations, textile employment in 
the Wilkes-Barre-Hazleton area has been reduced from 8,050 in October of 1950 
to 4,650 in December of 1955, a decline of 40 percent. 

Since this contraction is not a temporary one, the communities affected require 
substantial assistance and planning for industrial revival. According to the 
latest report of the Pennsylvania State Employment Service, there were 16,450 
unemployed in the Wilkes-Barre-Hazleton area alone in November 1955, more 
than 11 percent of the civilian labor force. The bulk of the unemployed in this 
area have been out of work for more than 6 months. 


I would like to stress the fact that in all of this long list of mill 
closings, mergers, and so forth, severance pay has been available in 
very few instances. The Forstmann Mills in Passaic, N. J., is one 
of the very few firms that did pay its workers a measure of severance 
pay. In the case of the Botany Mills, Gera Mills, Millville Manufac- 
turing Co., and hundreds of others, not a single penny of severance 
pay was made available to the army of displaced workers. This, too, 
should be given serious consideration as part of your study of the 
difficulties facing the workers employed in this important national 
industry. 

I have here a statement, sir, that I would like to present. It is by 
Dr. Bertrand W. Hayward, president of the Philadelphia Textile 


Institute, where he makes certain recommendations regarding the im- 


portance of a Federal textile development agency. I would like to 
present this to you. 

Senator Pasrore. We will make this part of the record. 

(The statement is as follows :) 


{From Daily News Record, September 15, 1958] 
TEXTILE INDUSTRY CAN RESOLVE Its Dousts By UNITY : HAYWARD 
(By staff correspondent) 


KINGSTON, ONT., September 14.—Does the textile industry have an inferiority 
complex? Is it too individualistic? Too slow to adjust? 

These were questions posed by Dr. Bertrand W. Hayward, president of the 
Philadelphia Textile Institute, Philadelphia, in his keynote address to the sixth 
Canadian Textile Seminar here. 

“Clearly, we have talked that way,” he said in answering that first question, 
“and pretty well convinced the public of our inferiority. 

“But there is no organic inferiority in the industry. There is no real in- 
feriority that determined united attacks could not solve.” 
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Dr. Hayward said the industry may be too individualistic. He added, efforts 
to select and act upon reasonable suggestions—such as that expanded research 
or investment in men—rather than their rejection, “could help.” 

If the industry is slow to adjust, it is not due, he declared, to any physical 
defect, but to “lack of action on a unified basis.” 

“If there is disintegration in the industry,” he continued, “this, too, is not 
because of any naturai defect. It seems rather to be caused by an unwilling- 
ness to face things as they are and to develop marketing methods and production 
methods in accord with discovered facts of today’s world, not yesterday’s.” 

Dr. Hayward gave his address in the convocation hall at Queen’s University 
at the close of today’s technical meetings of the seminar. This 2-day event ig 
organized by the Textile Technical Federation of Canada. 

Dr. Hayward said he thought “sick giant” was accurate enough as a term 
to describe the textile industry today. Yet the industry, he added, is “as certain 
of being as permanent as anything else in our rather uncertain civilization.” 


MUST ADAPT 


“So, although textiles must assuredly survive,” he continued, “each individual 
component must study present circumstances and adapt to meet them rather than 
complain about them if it wishes to live and grow. 

“The clearly established pattern of burgeoning population should, at least, be 
some encouragement to our industry. 

“There are opportunities for new developments—scientific clothing for the 
military, for space explorations, and for improvements in older products—better 
raincoats for example, or hats. When you see so many people hatless, would it 
be reasonable to suggest that there might be an opportunity for a more acceptable 
product? 

“Our industry has an assured permanence, an increasing population which re- 
quires its products, and plenty of oportunities for new or improved products.” 

Dr. Hayward referred to a recent proposal in the United States from the Tex- 
tile Workers’ Union of America for establishment of a permanent textile de- 
velopment agency.” He said he believed that a development commission for 
the textile industry in any country might develop effective legislation for textile 
assistance the same as does the Transportation Act of 1958 in the United States 
for the railroads. The United States Senate also provides for a continuing 
study of the transportation industry so that there may be preserved a financially 
sound and efficiently operated railroad system, he noted. 

“A sound textile industry is equally desirable,” he said, adding: “An attempt 
to reach this goal through a development commission, properly constituted, cer- 
tainly deserves careful consideration anywhere.” 


Mr. Srerin. At this time I would like to present Mr. Edmund F, 
Ryan, who has some people to introduce. 


STATEMENT OF EDMUND F. RYAN, INTERNATIONAL REPRESENTA- 
TIVE OF THE TEXTILE WORKERS UNION OF AMERICA, AFL-CIO 


Mr. Ryan. Thank you, sir. My name is Edward F. Ryan. I am an 
international representative of the Textile Workers Union of America, 
AFL-CIO, with my office in Wilkes-Barre, Pa. 

I would first like to supplement what Mr. Stetin said by saying that 
we in the anthracite coal regions were particularly happy when the 
Congress of the United States passed the area development bill. In 
that particular section, we see bipartisan support. We were likewise 
very disappointed at the pocket veto of the President. 

As the Senator probably knows, our Congressman, Dan Flood, from 
that area has worked long and hard to try to secure the assistance of 
the Federal Government in the area development program. 

I would like to say that in the anthracite regions, we have a situa- 
tion where we have two industries, both of which are hard hit. Some 
30 years ago, the anthracite coal industry employed approximately 
156,000 miners. Today, that industry employs approximately 25,000 
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people, which has meant a net loss of 125,000 jobs in that area. The 
whole economy of the region was geared to two industries: Jobs for 
men in the mines and jobs, primarily for women, in the textile indus- 
try. Now, not only has the anthracite mining industry been hard hit, 
but also the textile industry in that area has also been hard hit. 

We have been faced again and again by liquidations, so in effect, we 
are losing our two major industries. The communities have done 
everything they possibly can about this matter. We have subscribed 
many millions of dollars from the public, from labor, and from man- 
agement, but we have simply reached the point in that particular 
area where we can’t go any further without Federal aid. 

We are not asking the Government to give us anything. As you 
know, Senator, under the area development bill, we are simply asking 
for some technical and research and some financial assistance on loans 
which would be paid back. However, I do not want to testify on 
area redevelopment because I have been assured by Congressman 
Flood that the matter is coming up in the next Congress and we hope 
for better results. 

At this time I would like to say a word about the importation as it 
affects some of our mills. 

Mr. Krokenberger from Amsterdam testified on the glove factory 
in Amsterdam. e, too, have a — factory under contract in the 
city of Scranton, Pa., known as Double Woven Corp. and Bacardy 
Mills. Some 6 years ago, this plant employed about 400 people in 
the shop. It is an integrated glove operation. They knit the ma- 
terial as well as finish the glove. Today that plant has approxi- 
mately 125 workers left of the original 400. The management has 
complained again and again about the problem of imports as far 
as the domestic dress glove industry is concerned. They have shown 
us cases imported from Japan of the cheaper gloves. They have 
showed us cases imported from Germany of the higher priced gloves 
and the situation is hurting in two ways. 

First of all, in an integrated operation such as the Double Woven 
Corp. in Scranton, they not only made their own glove, but they 
were the knitting supplier for hundreds of small glove manufacturers, 
particularly in the metropolitan area here, who used to buy the cloth 
and then cut the cloth up and sew it into the finished glove. All of 
these small manufacturers are practically out of business today. 
They simply do not exist any more. They lien all become importers. 
They import the glove complete from Japan and from Germany 
and as far as jobs are concerned, they have disappeared. It has 
hurt us in Scranton as far as the cloth is concerned because our 
company has lost their market. 

It has hurt us in Scranton because our company has lost our market 
for cloth. Where 5 years ago we had 60 knitters working at Double 
coe eer today we have 6 left. The other 45 jobs have dis- 
appeared. 

f the Senators will care to check, and I do not want to mention 
names in this hearing, you will find that many famous glove com- 
pra in the United States, some of the largest, no longer manu- 

acture a single glove in America. These gloves are all imported. 
Yet they are still sold under those famous brand trade names. 
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I do not know what the future for an organization like Double 
Woven is going to be. They have a brand of glove out, an American- 
made glove, produced in America, but they are telling us the end 
of the road is near unless something is done. 

We have contacted our Congressman, Dan Flood, about the prob- 
lem. I know that he is working on it, but the domestic glove industry 
in the United States, Senators, cannot exist unless something is done 
about this problem. The only hope we have in the Double Woven 
Corp., the company is now spending a lot of money trying to find 
some utilization that they can put these machines to and still main- 
tain their small toehold that they have left, as far as the domestic 
glove market is concerned. 

We had another plant which was a weaver and importer of fine 
jacquard goods, tie goods, and dress goods, Goodman & Theise Co., 
also known as Stafford Weavers, Inc. of Scranton, Pa. This mill 
employed about 250 people, a highly skilled operation. That mill 
closed its Scranton plant in September of 1957. It is still in the 
import business but it doesn’t manufacture any more as far as the 
United States is concerned; another situation where we were badly 
hit as far as imports are concerned. 

We also have the same problem, mentioned here before, of closings 
throughout the entire area up there and the problems of having peo- 
ple who are stranded and left jobless as far as the community is 
concerned and no other work available. Some of our people who 
were affected by the closings have found work in other localities, 
but that involves maintaining a home in the Scranton/Wilkes-Barre 
area. It means traveling 90, 125 miles from your home, renting a 
room in the city where you work, buying your meals outside and all 
the inconveniences attached to it. 

If you would care to check any weekend in the coal regions, look 
at the roads from the Philadelphia area to Wilkes-Barre/Scranton. 
You will find thousands of cars going down, people going back to 
work in Philadelphia and New York, and likewise you will find the 
reverse is true. You will find them coming home again, but literally, 
those towns are living by the fact that their younger people are 
forced to work many, many miles from home and maintain their 
homes there because there is no work in the community. 

At this point, Senator, with your permission, I would like to intro- 
duce to the hearing a couple of former workers of the Goodman & 
Theise plant in Scranton who are skilled jacquard weavers, whose 

lant was liquidated in September of 1957 and these people have not 
baer able to find steady employment since. 

I would like to introduced for the record Mr. Frank Kroger. Give 
your name and address, Frank. 

Senator Tuourmonp. Just a minute. I would like to ask a question. 

Mr. Ryan. Yes. 

Senator Tuurmonp. As I understood from ‘you, not only the yarn 
was manufactured abroad, but the glove itself, the entire glove was 
manufactured and brought here sind then sold under another name? 

Mr. Ryan. Yes, sir, Senator; the entire glove complete. 

Senator THurmonp. In other words, that takes away the entire op- 
eration from your working people in the textile industry in this coun- 
try ; does it not? 


























PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 1451 


Mr. Ryan. Yes, sir. Not only that, the most dangerous part of the 
whole feature is the very manufacturer who used to manufacture 
their gloves in this country have now actually become importers. 
Senator THurmonp. Thank you. 

Senator Pasrorre. I was wondering if we could get a list of those 


- firms ? 


Mr. Ryan. Yes, sir. 

Senator Pasrore. I would like to have it placed in the record. This 
is not a derogation of them. I do not mean it for any reason other 
than the fact we ought to know how many there are and who they are. 

Mr. Ryan. Senator, I will tell you one of the biggest is the Julius 
Kyser Co.; it does not manufacture a glove in America today and yet, 
as you know, Kyser gloves are widely sold. They are all imported 


Mr. Srerin. We will be glad to supply that information. 

Senator THurmonp. And information that you have for the reason 
they are doing it is because they cannot compete with these foreign 
goods. In other words, they can buy it cheaper over there and bring 
them here than they can manufacture them ¢ 

Mr. Ryan. Yes, Senator, it is impossible to complete with a Japa- 
nese glove by any standards. It would be absolutely impossible for 
this country. It just cannot be done. Now, the only way that the 
Double Woven Corp. has survived over the years, this is an old glove 
company. They have built up a brand name of Dornel and velvet 
ae which sell for around $3.50 to $5 a pair, and as a result of 

uilding - that brand line they are able to keep some business be- 
cause people have been sold on their particular brand. But, they are 
ee and rightly so. 
ere is one of your most famous companies, not to single them 
out, you understand, but to use them as an illustration, Kyser, who 
: importing everything and not giving a single job in the United 
States. 
Senator Pastore. All right, present your witness. 


STATEMENT OF FRANK KROGER, SCRANTON, PA. 


Mr. Kroger. Mr. Senator, my name is Frank Kroger, Scranton, Pa. 
I worked for Goodman & Theise, Stafford Weavers, for 21 years. 
The plant was liquidated September 6, 1957. I have been on un- 
employment since. There is no work around I can find in our in- 
dustry right now and it is difficult to find a job at my age. Nobody 
will hire. 

Senator Pastore. How old are you, sir? 

Mr. Kroger. Fifty-one. I am a taxpayer and I am trying to pay 
off my home, which is really rough. I have three children at home. 
I have one daughter working and I still have two under age. 

Mr. Ryan. I would like to introduce Eleanor Hafner, who was 
also a weaver at Goodman & Theise in Scranton. Eleanor, give your 
name and address and how long you worked for them. 


STATEMENT OF ELEANOR HAFNER, MOSCOW, PA. 


Harner. My name is Eleanor Hafner. I live in Moscow, Pa. 
I worked for Goodman & Theise for 15 years. The plant closed down 
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September 6, 1957. Since then I have been unemployed, unable to get 
anything. I am collecting my unemployment compensation. I wag 
lucky. i was collecting that special U. N. fund, which I am now on 
the regular unemployment. 

Senator Pastore. Have you looked for work? 

Harner. Well, there just isn’t any. I’m looking, but there 
just isn’t any in Scranton at all and what there is, they only pay $1.30, 
$1.35 an hour. By the time I pay my income tax, I’m not making 
any more than $35 a week. There just isn’t anything up there. As 
a skilled worker, $1.35 is not enough. 

Mr. Sretrn. This problem could be repeated over and over again, 
I just have a few more statements I would like to make. They are in 
the form of recommendations and developing a particular point. 
Then I want to introduce some people from Passaic. They are here 
with us and it will take just a few minutes. 

We think that this is one item that this subcommittee should cer- 
tainly deal with because this is a serious problem. People lose their 
jobs with 20, 25, 30 years of service and are given no consideration for 
all the years they have worked in the mill. Most of them do not have 
any pension rights and they lose everything. They get no severance 
pay, no pension rights or anything. 

Our union and its representatives have been encouraging extra 
effort and attention on the part of our members who are still fortunate 
in having jobs. We have promoted union-management cooperation 
in the fullest sense of the word. We have assisted in increasing output 
per man—per hour, and our members have accepted far more respon- 
sibilities for achieving efficient and economic operation of the textile 
mills. The average unit cost of production in the unionized mills has 
for some years been no greater than in the nonunion mills, even though 
the nominal wage rates in the nonunion mills were less than in the 
unionized plants. Despite all these efforts on the part of our people, 
we are continually San toeneea with mill closings and the loss of more 
and more jobs. Let me point out that nonunion mills have been no 
exception. Worker and employer alike, in the nonunion mills found 
that low wages were not the cure for the ills confronting the textile 
industry. 

The average wage of textile workers is 60 cents per hour below the 
average for American industry. Our wage standards are far too low, 
and our prospects for full employment are less than hopeful. 

The small section of textile management which has accepted its 
social responsibilities has, nevertheless, failed to find an adequate 
answer to stabilizing the industry. On behalf of the local unions and 
the thousands of members represented by the Textile Workers Union 
of America in the States of New Jersey and Pennsylvania, I wish to 
state that we are in agreement with and support the overall proposals 
made by our general president, William Pollock before this committee. 
The rank and file members of our union have followed these hearings 
with unusual interest and deep concern. 

We sincerely hope that the principles embodied in the Federal 
Textile Development Agency will be given serious consideration by 
your subcommittee. 

The giant corporations of the textile industry may not need the aid 
and assistance that a Federal Textile Development Agency can render. 
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However, the smaller companies do want — and it is these com- 
ies that you gentlemen ought to consider helping. 

These smaller firms need governmental help if they are not to be 
frozen out of competition by the giant corporations. 

There were more business liquidations in 1957 than anytime since 
1930 and a large portion of these liquidations included textile mills. 
The smaller textile mills, it would appear, are doomed to extinction 
with the work being absorbed by the larger mills. Will these ree 
mills also absorb the workers who lose their jobs in the less profitable 
mills? 

Gentlemen, I have here this issue of Textile Labor that just came 
out yesterday. It has an interesting article by an AFL-CIO econo- 
mist, Seymour Brandwein, Who’s Hurti mall Business? This 
business that wage rates is what is responsible or rather higher wage 
rates is what is responsible for mills going out is just not so. This 
deals with this whole problem and I sincerely hope that page 5 of 
Textile Labor, the November issue, Who’s Hurting Small Business, 
can be put into the record because I think it is an excellent article 
dealing with the fact that it is the big companies who have greater 
advantages because they are big companies, outbidding the smaller 
companies with all the things that they need, outside of wages, and 
yet we always hear that we ought to give lower wages to the smaller 
companies than the big companies. 

This article deals with it very effectively. 

Senator Pastore. The article will be ntnehd in the record. 

(The article is as follows :) 


[From Textile Labor, November 1958] 
Wuo’s Hurting SMALL BUSINESS? 
By Seymour Brandwein 


A recurring accusation against many unions is that they are too tough on small 
business because unions seek the same wage increases at small companies as 
they obtain at large companies. 

The criticism of union bargaining policies at small firms disregards three 
basic points: 

1. Industry itself places inflexible and often unfair pressures on the small 


2. Fairness to workers is involved. Is it fair that a worker at a small com- 
pany, who does the same work and whom it costs as much to live as a worker 
at a larger company, should be expected to accept lower wages? Unions think 
not. 

8. The real problem of many struggling companies is not wage levels, but 
the shortcomings of their management. Lower wages will not make up for 
managerial inadequacy. 

Where small business does have difficulty, it is due not to union wage pres- 
sures, but often not even managerial inefficiency, but rather to the policies of 
the business community itself. The same industry leaders who will attack unions 
because unions do not want to give small business a wage advantage will them- 
selves not give small business any advantage. 

When a small company wants to raise money, for example, it finds that the 
banks and other business credit sources require it to pay at least the same rate 
of interest as large firms. Indeed, the small firm will often have a tougher time 
getting credit and will probably get less favorable loan terms than a large or 
prosperous company. 

When a small company buys materials, it ends up paying at least as much and 
often more than a large company. Even if the same basic price is charged by 
the suppliers to both small and large firms, they give large discounts on quan- 
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tity purchases, better service, priority in filling of orders, and other advantages 
to the large buyer. 

When it seeks to sell its goods to other companies, the small firm finds that 
they buy on a low-bid basis, that they do not give favored treatment to a smaller 


company and that, if anything, they give the larger outfit preferred 
consideration. 

Thus, many small businesses, squeezed by differential treatment in favor of 
the larger firm, can compete only if they have something special to offer, if they 
are resourceful and ingenious, and/or if they have a high degree of efficiency. 

This is not to say that unions are insensitive to special or temporary needs of 
individual firms. Unions go along with a lower wage at such companies where 
they are pursuaded that such action is needed to keep the company in business 
and maintain jobs for their members. 

Although our economy needs and should encourage successful small business, 
this should not be the responsibility of the workers alone. 

Ideally, the business community itself, the cause of the troubles of small 
business, should revise its practices to give small business a better break. But 
this is hardly likely. 

The answer seems to lie in an expanded governmental program providing 
aids such as loans on reasonable terms, tax adjustments (such as those pro- 
vided for small businesses by the last Congress) and more vigorous application 
of the antimonopoly laws. 

Each of these types of aid would be more helpful in sustaining small business 
on a sound basis than would be a policy of encouragement or acceptance of 
substandard wages. 


Mr. Srerin. With the average yearly increase in productivity being 
around the 4- to 5-percent mark, are we to assume that more and more 
workers are going to be replaced by mechanization and technology? 
What can we look forward to when automation finally reaches the tex- 
tile industry? And if workers are to be replaced by machines, who is 
going to buy the products made by these machines? And what 
about the workers who are displaced? Here, once again, we are going 
to need industrial planning on a national scale for the benefit of the 
industry, its workers, and the consuming public. The Federal Textile 
Development Agency must perform such a function. And one of its 
first functions is to secure legislation calling for a shorter workweek— 
a 35-hour workweek at no reduction in earnings. 

The cutthroat competition prevailing between the States in real- 
estate taxes, city and State taxes, utility rates, and so forth, has led 
to an unhealthy economic climate. The mad effort on the part of 
some States to woo established industries in the area where I serve 
our union, is taking on greater prin with far more serious 
consequences. Their emissaries do not attract new business enter- 

rises, but old established ones; not on the basis of fair competition, 

ut by offering inducements of cheaper taxes, cheaper utility rates 
and, of course, a right-to-work law ine with its low-wage labor 
plus an implied promise of aid against unionization. 

This developing trend of one community robbing another com- 
munity of its industry is a dangerous threat to the economic security 
of the entire Nation. 

The reduced per capita consumption of textiles by our civilian 
population is a major problem that must be dealt with. Consump- 
tion of textiles can be increased by creating greater purchasing power 
in the hands of all workers, and by a surplus textile clothing pro- 
gram, especially in light of the fact that we still have 23 million ill- 
clothed Americans—Americans whose yearly income is below $2,000. 
Through a surplus clothing program we can help the needy at home, 
as wall os abroad in the underdeveloped areas of the world. A pro- 
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of this kind would be a powerful and dramatic weapon in the 

global battle of promoting democracy against communism. 
Here I want to compliment Mr. Joseph Wildebush of the Silk & 
Rayon Dyers & Printers because in essence, he made the same pro- 
1 the other day and I think it is an excellent idea and we ought 


to promote such a program. 

The continuing ian of the textile industry is having a deep 
and harmful effect on the citizens of the communities where textiles 
have been an integral part of their economic mainstay. The psycho- 
logical havoc wrought by economic insecurity is, of course, something 
not easily seen and even more difficult to measure. Science has, as 

et, not come up with a formula with which to measure human misery 

rought about by unemployment, with its attendant social-economic 
evils. How does one measure the harm done to human dignity or to 
the human personality by unemployment, low wages, poor housing, 
or the constant stress and strain over the basic problem of earning a 
livelihood ? 

Consider, gentlemen, the fact that, in the past decade, almost half 
a million textile workers have been permanently displaced, never 
again to work in the textile industry; the effect of this large group of 
displaced, distressed, and depressed men and women on the com- 
munity staggers the imagination. They go around to plant and 
plant, and fos if we have a study made of juvenile deliquency and 
mental illness we may find that part of it is due to the fact that these 
workers are being constantly displaced, moving from plant to plant, 
and it isa dangerous, social problem for America. 

This situation, if left unchecked, threatens to become a social and 
economic cancer, eating away at the very vitals of our democratic 
structure. Yet, despite this, no serious study has been made of this 
all-important problem. In fact, we know so very little of what has 
happened to these hundreds of thousands of human beings who have 
been cast upon the scrap heap. The responsibility for this neglect 
must be shared by all of us. Too often we think in terms of cold and 
distanct statistics—5,000 textile workers unemployed in this com- 
munity; 6,000 other textile workers laid off in another community. 
But, gentlemen, I submit that behind each and every statistic stands 
a human being—a human being who once had hopes and ambitions 
and dreams. What is happening to these people? What is happen- 
ing to their savings? How many have been reduced to accepting 
relief, either public or private? Hae many families have been forced 
to break up? What is being done, if anything, to help these citizens 
find jobs in other industries and thus to help them to once again take 
their rightful place in society ? 

And when we try to get a depressed area bill, and I do not want to 
get into this discussion about State rights versus Federal rights, but 
I think we are living in 1958. We are living in a new era. We are 
living in a climate where even the world is becoming one, and you 
cannot leave it up to each little community. I say, watching what I 
have seen in the States where I have traveled, this problem can only 
be met on the basis of industrywide planning such as is proposed by 
the Federal Textile Development Agency. The past decade has been 
et of tragedy and heartbreak for the textile workers and their 
families. 
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I say with deep feeling that, unless we can quickly ee to do 
something substantial to correct the conditions we have indicated, a 
growing segment of our Ponte will begin to lose faith in our system 
of free enterprise and in the ability of our economic order to provide 
full employment, decent wages, and job security approaching in some 
7 what we are pleased to call our American standard of living, 
am sorry I read some of this. Maybe I could have delivered it 

extemporaneously. I want to get it in the record. I wrote it out 
this way, and I want you to see it. 

Senator Pastore. Let me compliment you on a fine statement. 

Mr. Sretrn. It is nice of you to say so; thank you. 

Senator Pastore. The exhibits accompanying your statement will 
be made a part of the record. 

(The exhibits are as follows :) 


Exurit A 


Perhaps it’s inevitable in a big-business economy that textiles should also 
come under the influence of big business, though historically it has been a field 
in which the small entrepreneur has found plenty of freedom and opportunity to 
operate. 

Now, there’s nothing wrong with bigness in itself if it demonstrates an aware- 
ness of its responsibility to the community, renders a service to the public, and 
does not develop into a monopoly. 

Proponents of bigness traditionally argue that only through large combina- 
tions of capital can the funds be provided to finance research which develops 
hew products and new markets and, in turn, helps the Nation’s economy. A 
valid case might be made out for this theory in some industries; but hardly in 
textiles. 

Here, the motive for bigness simply is big profits, either through the elimina- 
tion of competitors or through financial manipulation. How lucrative are the 
rewards of giantism is clearly underlined by the rapid pace which marks the 
merger movement in textiles. In an industry where production facilities were 
scattered among thousands of independent firms just a decade or so ago, we have 
reached a point where more than half the Nation’s production of basic textiles— 
spinning, weaving, and finishing—is under the control of 41 firms operating 520 
plants with 355,000 employees. 

In 1956 alone, mergers have absorbed 73 plants employing 25,000 workers. 

The story is being endlessly repeated, with the result that giant corporations, 
the equal in resources of their counterparts in auto, oil, and steel, are emerging 
and expanding with no sign of any letup. 

The disappearance of the small mill into the maw of the large textile corpora- 
tion is a process which has aptly been called cannibalism, a practice in which 
textile mills devour their own kind, swallowing the choice morsels and scatter- 
ing the bones over a trail dotted by ghost towns and stranded workers. . 

Unlike large corporations in other industries which have pursued this course, 
the textile giants have failed to justify this behavior in the eyes of the public 
They have devoted little effort to the development of new products and new 
markets. Laboratory research, the lifeblood of all industries, has been markedly 
neglected despite the huge financial resources at the command of the industry. 

The emphasis is strictly on greater production spurred by the ruthless applica- 
tion of new engineering techniques; in plain language, more work for less pay. 

Ironically, in many instances the funds withheld from research are not being 
applied to other phases of textile manufacture. In an alarmingly growing num- 
ber of cases they are being siphoned off to other industries. 

In pursuing this course, the millowners are diverting talent, skill, and capital 
from the textile industry, thereby impoverishing the communities which served 
as the cradle for its growth and development. 

Behind the surge to buy and sell mills in wholesale lots are flaws in the Fed- 
eral tax laws which lend great impetus to management’s drive for a “fast buck.” 

One of these flaws is the capital-gains tax. Under this provision, the Govern- 
ment collects only 25 percent on profits, compared with a top rate of 92 percent 
under direct taxation of earnings—clearly a cutrate bargain. This, of course, 
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makes liquidation of plants attractive to speculators and to heirs of textile 
dynasties who prefer to cash in their chips at top market prices instead of con- 
ducting the day-to-day operations of a mill. 

In these cases, the millowner reaps his bonanza with no visible concern for 
the worker and the community who bear the brunt of the liquidation. In many 
instances the worker finds himself cast out of his job after devoting his entire 
adult life to the mill, as his father and grandfather before him have done. 

Another flaw is the tax-carryover provision. This loophole encourages firms 
bulging with profits to buy up mills which have been operating at a loss; the 
bigger the loss, the more attractive the mill to the tax dodger who uses the loss 
as a credit against taxes he otherwise would pay the Government. Here again 
the objective is a fast buck and the end result is another liquidated mill, and 
again, no concern for the worker thrown out of a job or the community which 
sheltered the mill. 

In no instance—whether tax carryovers, capital-gains bargains, or simply the 
elimination of a competitor prompted mill liquidations—has the industry demon- 
strated any of the responsibility required of bigness. 

The dangers inherent in the concentration of economic power in the industry 
have been called to the attention of the antitrust agencies; the devices used by 
financial manipulators to avoid a fair share of the tax burden have been exposed. 
Not a single remedial step has been taken. 


ExHIBiIt B 
[From Passaic Herald News, October 21, 1957] 


Unron LEADERS PROTEST FORSTMANN PLANT CLOSING—STETIN ASKs PROBE OF 
STEVENS Co., FOR DISCONTINUING GARFIELD OPERATIONS 


Leaders of Local 656, Textile Workers Union of America, yesterday bitterly 
protested Forstmann Woolen Co.’s decision to close down its Garfield plant. 
Frank Schweighardt, business agent of the local, said that elimination of spin- 
ning and weaving operations in Garfield would cost the jobs of 1,735 workers, 
including 509 men and 1,226 women. 


INVESTIGATION ASKED 


Speaking at a meeting of the local at President Palace, Parker Avenue, Pas- 
saic, Sol Stetin, the union’s vice president and regional director, called for a 
Government investigation of J. P. Stevens & Co., the textile manufacturer which 
recently acquired Forstmann. 

“T understand that the McClellan committee will now investigate improper 
practices by employers,” he said. “Let them start with the J. P. Stevens Co. 
This decision was immoral and corrupt. What’s more, the Federal Government 
is merely standing by and letting this area lose its industry.” 

Stetin’s words brought a burst of applause from the saddened crowd of more 
than 500 workers, all of them at least middle aged, who attended the meeting. 


STETIN BLAMES STEVENS 


Stetin said that the decision, which he blamed on Stevens rather than Forst- 
mann’s local management, was based on the tax loss advantages contained in 
present tax laws. Stevens’ purchase of Forstmann was intended to minimize 
the company’s taxes by giving it a loss to offset against profits realized else 
where, he said. 

“They intended all along to scrap Forstmann,” he said. “They’re using a legal 
technique to rob the Treasury of the Federal Government while throwing thou- 
sands of workers out of jobs.” 

Stetin said the average age of workers in the Garfield plant is 55. 

“They can’t get comparable jobs elsewhere,” he said. “When this mill 
closes, what will happen to their seniority and their 20, 30, and 40 years of 
service?” e 

TO ASK FOR MEETING 


The company did not call in the union and discuss its decision with its 
leaders, Stetin said. He attributed this to the Stevens Co.’s position as 
absentee owner. He said the union would seek a meeting with the company 
to ask it to change its mind on the closing. 
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“We think they have a contractural obligation to us to continue to operate 
at least until the expiration of their union contract next April 30,” he said, 
“That would give the people a chance to find other jobs.” 

Stetin also said that if the spinning and weaving operations could not be 
continued beyond April 30, there ought at least to be severance pay for the 
discharged workers on the basis of their years of service. 

“It’s up to the company to see to it that those old people aren’t just given 
a pittance in the evenings of their lives,” he said. “They deserve more than 
a few months of unemployment compensation. Some of them made woolens 
and worsteds in World War I, World War II, and again in the Korean war.” 

Stetin said that Forstmann could have been saved. He said no one could 
accuse the union of not making every effort to cooperate. 


SAYS WORKLOAD BOOSTED 


“We have done everything humanly possible—including accepting substantial 
increases in workloads—unless they think we ought to work for sweatshop 
wages,” he said. 

Stetin accused the company of failing to cut down its supervision to keep 
pace with declining operations. He said that Stevens would now bring in 
material woven by cheap labor in nonunion plants in the South and have it 
dyed and finished in Forstmann’s Passaic plant. 

“It won’t be woven here in the area and the Passaic plant won’t be dyeing 
and finishing Forstmann material,” he said. 

A disgruntled member of the audience said the union should strike the 
Passaic plant if goods were brought in from outside to be finished here. 

“If they’re going to use Forstmann’s name, let it be Forstmann goods,” he 
said. 

OTHER PLANTS CITED 


Frank Cuccio, manager of the union’s Passaic joint board, said that this 
would only be practical if Stevens could not finish the goods any place else, 
Actually, he said, Stevens has 41 other plants and could easily shift goods 
to other plants which could do the work. “This would throw the Passaic 
workers out of jobs and make the union leaders look like a bunch of jerks,” he 
said. 

Albert Roversi, local president, said that the closing was not the workers’ 
fault. Under the revised workloads they were working extremely hard, he 
said, producing more material with far fewer workers. 

Another speaker said he understood there were only 5 workers left in the 
fulling department, but that the company still maintained 3 foremen. The 
trouble was plain mismanagement, he said. 

Stetin said that the union by itself couldn’t solve all the problems of the 
workers. It would require political action and the election of sympathetic 
Democratic candidates to State and National offices, he said. He accused the 
Federal Government of not caring about the slow death of the domestic textile 
industry. 

SADLOCH SENDS TELEGRAM 


Stetin read a telegram from Mayor Emil J. Sadloch, of Garfield, which read 
as follows: 

“The mayor and city council of Garfield is concerned with the closing of the 
Forstmann Woolen Co.’s Garfield plant. We will cooperate with local 656, 
TWUA, to determine the causes for the closing. We will do everything pos- 
sible. Recommend an immediate conference with the company and labor 
officials and the mayors of Passaic, Clifton, Garfield, and East Paterson. The 
conference room of the city of Garfield is available.” 

Cuccio said it had taken the joint board nearly 6 months to find jobs for 
600 displaced United Piece Dye Works employees. He promised, if efforts to 
persuade the company to remain were unavailing, to render all possible as- 
sistance to members in qualifying for unemployment compensation and finding 
new jobs. 

Schweighardt said that pensions of workers who have already retired will 
be continued. Those who retired since July 1 will get retroactive pay as soon 
as the revised pension plan is approved, he said. The possibility of retirement 
with pension for other elderly workers will be investigated, he said. 


TEXTILE WORKERS UNION OF AMERICA, RESEARCH DEPARTMENT, New YorK, N. Y. 
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TABLE 1A.—Employment in the tertile mill products industry, Middle Atlantie 
States, by industry division, February 1951 and August-September 1958 * 


Decline, 1951-58 
Number | Percent 


New York: 
Textile mill products 
Broad Woven Fabric Mills 
Knitting mills 
Dyeing and finishing textiles 
Carpets, rugs, and other floor coverings 
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god 
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New Jersey: 
Textile mill products 
Broad woven fabric mills 
Dyeing and finishing textiles 
Carpets, rugs, and other floor coverings 
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Pennsylvania: 
Textile mill products 
Yarn and thread 
Broad woven fabrics 
Narrow fabrics and small wares 
Knit goods 
noes and finishing textiles 
Carpets, rugs, and other floor coverings 
Total, Middle Atlantic: 
Textile mill products 
Broad woven fabrics 
Dyeing and finishing textiles 
Carpets, rugs, and other floor coverings- --_._.....-. 
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1 Latest available figure is given. 
2? Partially estimated. 
Sources: State labor departments. 


TaBLe 2A.—Teatile mills liquidated in Pennsylwania, 1956-58 * 


Mill and location Date closed Product 





American Interlining & Spinning | November 
Co. and John M. Schwehm’s Son, 1956. 
Philadelphia. 

Atwood Mills, Philadelphia April 1958_____| Full-fashioned sweaters 

Bangor Mills, Inc., Bangor ___- .| July 1956 __._.| Warp-knit fabrics. 

Berkshire Knitting Mills, Lebanon _- May 1956. ___.| Full-fashioned hosiery dis- 

continued. 

Blaetz Co., Philadelphia. __...._.....| March 1957____| Infants’ hese- 

Blue Bird Silk Co., Columbia ___- 1956___ .---| Silk and synthetic fabrics. _- 5 | TWUA, 

Bromley Carpe t Co., Philadelphia_- May 1956__._.| Axminster carpets TWUA. 

Brookdale Mill, Inc., Stroudsburg- Mid. 1957_..._.| Synthetic fabrics 5 TWUA., 

Collins & Aikman Corp., Phila- . Dye and finish upholstery None. 
delphia. and pile fabrics (last of 

} mill). 

Continental Mills, Inc., Philadelphia_| September Woven and knitted wool f TWUA. 

| 1958. fabrics (yarn, knitting and 

| weaving ceased; finishing 

remains). 

Crown Dyeing & Finishing Co., Inc., | November Dye wool fabrics -- 

Philadelphia. 1955. 

Dexdale Hosiery Mills, Lansdale...__| December Full-fashioned hosiery _-_. 

| 1957. 

5 Underwear Corp., Old | April 1957_ | Knitted underwear-_-_- 

orge. 

Edington Hosiery Mills, Phila- | May 1957- .| Hosiery 
delphia. 

Fullerton Textiles, Inc., Fullerton....| December Synthetic fabrics. ___.__- TWUA, 

1957. | 

Gotham Hosiery Co., Philadelphia...| 1956__- Dye hosiery (last of plant) -- incaade AFHW, 

Gross Knitting Mills, Kutztown__. February 1958 | Full-fashioned hosiery ; sok 

Haber (Jos. B.) Inc., Philadelphia__.| March 1956 Sweaters, bathing suits 

Harw 0d Hosiery Mills, Inc., Gil- | July 1957___.._| Full-fashioned hosiery _. 
berteviie: | 

Infants’ Socks, Inc., Reading May 1956.....| Children’s hosiery_..._..__- 

Junior Hosie ry Mills, Reading | July 1956 . 


1 Includes reports through October 1958. 
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Mill and location 


Kanmak Mills, Inc., Kulpmont_-____- 
Rayer rn cow & Co., Ine.: 


eee tiie Bcteniettae starerntant 


Leon-Ferenbach, Inc., Wilkes-Barre _ 
Lees (Jas. = «& — Co.: 


ai SEES Raa os 

(Last pe mii now closed) ____._.-- 
Lewis (Robert) Co., Prilsdeiphia..22| ¢ 
L&M Weavin Roe Luce 
Martin (J. B.) 

et) Ge Seu ae 

IIE dn senasnnnces ne 
Meinig (E. Richard) Co., Reading__- 


Newton (H. B.) Co., Philadelphia ___ 
Penn Val Dye Co., Schuylkill aven_ 


Pennsylvania Plush Weavers, Eas- 


ton. 
Pennsylvania Ribbon Manufac- 
turers, Philadelphia. 
— Looms (partial), Philadel- 
ia 





Reading Dyeing Co., Inc., Reading _- 

Roman Stripe Hosiery Go. (Chip- 
_man Knitting Mills), Easton. 

Smith (Alexander), Ine. .» Philadel- 


obaieed & Co., Philadelphia____._- 

Stafford Weavers, Inc. (Goodman & 
Theise), Scranton. 

a (A. M.) & Co., Philadel- 


Tecan Silk, Ine., Allentown__..----. 
Wayne Weavers, Inc. Philadelphia__ 
Wortmann Co., Weath 





TasLe 3A.—Teaztile mills liquidated in New Jersey, October 1955—October 1958+ 


Mill and location 





American Textile Processing Co., 
Paterson. 

B & R Silk Co., Paterson.__..__-_-- 

Bellman Brook *Bleachery Co., Inc., 
Fairview. 

Botany Mills, Inc., Passaic 

Canova & Simone Silk Co., Paterson_ 


Colgate Piece Dye Works, Haw- 

thorne. 

Dolphin Jute Mills (Linen Thread 

Co.), Paters>n. 

Forstmann Woolen Co., Inc.: 
I sacs cabadshanaaitntveddils haha dang Seen 
ONO 6. is wand th ids od Sac eo<bs 

Foster Yarn, Inc., Trenton_....-_...- 


Gaff Textile Co., Paterson....___.._- 


Granite Textile Mills, Inc., Midland 
Park. 

Gulbenkian Seamless Rug Co., New 
Brunswick. 


Haddad Fabrics, Inc., Paterson __-__- 
Hendor Mills, Inc., Paterson___-.___- 


Ideal Textile Printing, Inc., Paterson__| 


Liberty Fabric Co., Paterson ___.___- 





mnnneeoe 





January 1957. 
August 1956__- 
January 1957-- 


July 1956__.__. 
Summer 1958_. 
Late 1956_____- 
Spring 1958____ 

arch 1957___- 


March 1956-._- 
Mid-1957_____- 





July 1958_____- 
April 1957__._- 


April 1956__._- 


April 1957_ 
September 1957 


June 1957_....- 
April 1956.___- 


June 1957__.._- 
March 1957__- 








Date closed 


February 1957- 


August 1956 -- 
June 1956 ____- 


January 1956__ 

November 
1958. 

December 
1957. 

September 
1957. 


End 1957_..... 
End 1958... __- 
July 1958 ____- . 
May 1956 





1 Excludes small metropolitan area dye shops. 


March 1956___. 


November 
1957. 

Early 1958_.... 
| November 
1957. 

February 1958 
September 
1957. 





Product 


Knitted and woven syn- 
thetic elastic fabrics. 


Circular knit underwear - - - 
Hosier 
Thrown synthetic yarn--___. 


Worsted yarn..._..........- 
Carpet dye; tufted carpets _- 
—- and tapestry 


Paper seat-cover fabrics. -__- 


Thrown synthetic yarn--____ 
i cBiscmnn scaiteannas 
Warp knit glove fabrics____- 
Upholstery fabrics and plush 
Dye tubular piece goods and 


yarn. 
Plush (cotton and rayon). -_. 


interlinings discontinued; 
combing and_ finishing 
remain. 
Skein and piece dyeing-.__-- 
Full-fashioned hosiery _....-- 


Spinning and weaving of 
Wilton carpets-_......_..--.- 


Wool carpet yarn-- 
Synthetic jacquard and 
novelty fabrics. 
Dye and finish drapery and 
upholstery fabric. 
Tie silks ___- ebe 


Wool upholstery fat fabric.____- 


Throwing of silk_- 


Product 


Dye and finish textiles fab- 


rics 
Silk and rayon fabrics ___-- 
Dye, bleach, finish cottons __ 


Woolens and worsteds____.-- | 
Plain tie goods._.._.__..__- 


Dye and finish synthetic 
fabrics. 
Jute yarns, 
twines. 


} 
rovings and | 


Woolens and worsteds_...__- 

Wool fabric finishing_______- 

Worsted knitting yarns__-__ 

Upholstery and drapery 
abrics. 

Cotton fabrics.............-- 


Wilton carpets__......_.--_. | 
Rayon and nylon lace__-_--- 


Dye and finish knitted 
fabrics. 








Novelty screen printing___-- 


Rayon fabrics--.---........--} 


TABLE 2A.—Teatile mills liquidated in Pennsylwania, 1956-58—Continued 
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\None. 
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TWUA. 
TWUA. 
TWUA. 
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TWOUA. 


TWOUA. 
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Tas_Le 3A.—Tesztile mills liquidated in New Jersey, October 1955-—October 1958— 
Continued 


Mill and location Date closed Product Em- Union 
ployees 











Maupai (F. P.) Dyeing Co., West | February 1958.| Dye and finish cotton and 125 | TWUA, 


New York. synthetic fabrics. 
Millville Manufacturing Co. Weav- | 1958_.......... Cotton fabrics............... 450 | TWUA, 
ing Plant, Millville. 
Norton Hosiery Mills, Inc., Runne- | January 1958._| Full-fashioned hosiery.......|.......- 
mede. 
National Automotive Fibers, Inc., | May 1957__...| Flock cloth, impermeable 160 | URW. 
Trenton. _- treating, auto car- 
ts. 
National Woven Label Co., Paterson} 1957..........-. Woven labels and jacquard 65 | UTW. 
r ns. 
Princeton Worsted Mills, Trenton_-- eset Worsted and Dacron fabric-- 400 | TWUA, 
Progress es sive Silk Finishing Co., | January 1958_. Motres; jig dyeing and fin- 100 | TWUA. 
oboken. , 
Puritan Piece Dye Works, Paterson..| June 1958--.._- Dye and finish spun syn- 200 | TWUA, 
thetic and wool fabrics. 
Schetty Bros. Co., Inc., Carlstadt....| May 1958__-... Ribbon dye.-................ 50 | TWUA, 
Shain & Jacobs Silk Co., Paterson__} July 1956-__.-- EE HE hadne oebtdiansate~ 40 | TWUA, 
Sharman Hosiery Co., Millville.._..-. February 1957.| Hosiery. ............-------- 20 
Tynan Throwing Co., Paterson---.--- March 1957....| Throwing of synthetic yarn. 75 | TWUA, 
United Piece Dye Works, Lodi-_-.--- meee — D . _ finish synthetic 800 | TWUA, 
and June abrics, 


1957. 


Mr. Sretrn. At this time we have the manager of our union in 
Passaic, Frank Cuccio here. Just about 7 years ago, we had approxi- 
mately 15,000 workers in the Passaic joint board, outside of the dyers 
division, which has about 5,000 workers. There were approximately 
15,000 workers just about 8 years ago. Today, there are some 1,800 
people left. Some of these people are unemployed. 

Frank, at this time, give your name, where you work and where you 
are from. 


STATEMENT OF FRANK CUCCIO, MANAGER AND INTERNATIONAL 
REPRESENTATIVE OF THE PASSAIC JOINT BOARD, TWUA-AFL- 
CIO 


Senator Pastore. All right, sir, go ahead. 

Mr. Cuccio. My name is Frank Cuccio. I am manager and inter- 
national representative of the Passaic joint board, 647 Main Avenue, 
Passaic, N. J. 

In the year of 1947 that Sol mentions, our total membership was 
approximately 15,000, mostly woolen workers. The decline in mem- 
bership began in 1953 in the first big woolen plant, Gera Mills in 
Passaic. They sold the plant to H. D. List Co. and began to liquidate, 
thus throwing some 2,000 people out of work in that area. 

Then in 1955, Mr Chairman, the Botany Mills sold to Darroff & 
Greenfield and immediately thereafter, an announcement was made 
that the Botany Mills would liquidate its plant. 

In spite of the union making an effort to cooperate, taking a wage 
cut of some 914 cents an hour, cooperating in changes in workloads 
and methods and reassignment of workers and workloads, the plant 
decided to liquidate. Thus, at one time, this Botany plant aaptaeee 
over 5,000 people, and this threw some 3,000 out of work at that time 
and no place to go because the seniority ranged from 20 to 25 years, 
with an average age of 55 years old. 


ct 2 —e=e MD SB © 
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All too well, we can remember during the war years, members of 
the Government coming into the plant and stressing the importance 
of these woolen workers to stay on the job because their lack of co- 
operation in coming to work may mean the life of a soldier in some 
foxhole without a blanket or without some clothes to wear. So, the 
importance of the woolen industry stressed at that time meant some- 
thing to the Government. 

In 1956, the United Piece Dye Works, employing some 850 people, 
closed its doors and decided to liquidate. Thus, some 850 people were 
unemployed and on the open market. At this point, the question of 
whether this was a recession began to hit the market. The unem- 
ployment became great in the area. At that point, some 20,000 people 
were unemployed in the area and everybody struggled for jobs and 
very few jobs were available in the market in the Passaic area. This 
was from December of 1956. 

In July of 1957, the Forstmann Woolen Co. transaction took place 
and sold to the J. P. Stevens Co., and this is so often called the Cadillac 
of the woolen industry, the makers of the finest woolens in the world. 
And, it was no secret, the losses incurred by the company over the past 
few years ran into the millions and the record will show before the 
House Ways and Means Committee and Office of Defense Mobilization, 
testified to by the officers of the Forstmann Woolen Co., the importance 
and the wage scale of foreign competition as compared to our standard 
of living in the United States played a big part im the losses incurred 
in competing with those foreign-made products. 

Comparing the wage rates of the countries, there existed a difference 
of some 50 cents to $1 an hour. But, in October, J. P. Stevens an- 
nounced the liquidation of the Forstmann Co. This was only the 
spinning and weaving end of the plant. But, in October of 1958, a 
further announcement that Forstmann Co. was liquidating its dyeing 
and finishing end of the product in the Passaic plant with only 500 

ople left, meant that by the end of the year, there will be no more 

orstmann plant or every few woolen workers in the Passaic area. 

I have a statement from the unemployment office of Passaic, N. J. 
Very simply he tells us: 

As you know, the average textile worker who is unemployed or about to become 
unemployed is about 55 years of age with an average of seniority of 22 years. 
This means that they have been working for the past 20 years in the same field of 
work and do not know any other kind of work. 

The chances of such workers getting jobs is almost nil for the following 
reasons : 

No. 1, the textile employment has decreased appreciably in the past year in this 
area, declining from 23,800 in 1957 to 18,900 in 1958, 

No. 2, we are in labor surplus area, classification D, which means that the 
number of job seekers in this area exceeds the number of job openings. Also, 
6 to 8.9 percent of the total labor force is unemployed and there is no foreseeable 


improvement in the job situation in the next 4 months. 
No. 3, an analysis of the job situation in this area reveals the following: 


Kind of worker Number of 


job applicants 


_Number of 
job openings 











I a i e coe] 10 | 
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To summarize, it is quite evident that the average textile worker will find it 
extremely difficult to obtain employment because of his age and the lack of 
other work available for him. 

Yours truly, 


Ben Razin, Manager. 


Senator Pastore. I would like to have that made part of the record, 
(The letter is as follows :) 


STATE oF NEW JERSEY, 
DEPARTMENT OF LABOR AND INDUSTRY, 
DIVISION OF EMPLOYMENT SECURITY, 
Passaic, N. J., November 12, 1958. 
Mr. FrRanxk Cvuccio, 
Manager, Joint Board, Textile Workers Union of America, AFL-CIO, 
Passaic, N. d. 

Dear Mr. Cuccrio: This will confirm our telephone conversation in which you 
requested information about the chances of former textile workers obtaining 
employment in our labor market area. 

As you know, the average textile worker who is unemployed or about to 
become unemployed, is about 55 years of age with an average of seniority of 22 
years. This means that they have been working for the past 20 years in the 
same field of work and do not know any other kind of work. 

The chances of such workers getting jobs is almost nil for the following 
reasons : 

1. Textile employment has decreased appreciably in the past year in this 
area, declining from 23,800 in 1957 to 18,900 in 1958. 

2. We are in labor surplus area, classification D, which means that the number 
of job seekers in this area exceeds the number of job openings. Also, 6 to 89 
percent of the total labor force is unemployed and there is no foreseeable im- 
provement in the job situation in the next 4 months. 

8. An analysis of the job situation in this area reveals the following: 


Kind of worker Number of | Number of 


job applicants} job openings 


Skilled—textile : 
Unskilled workers : 200 


To summarize, it is quite evident that the average textile worker will find 
it extremely difficult to obtain employment because of his age and the lack of 
other work available for him. 

Yours truly, 


Ben Razin, Manager. 

Senator THurmonp. I have a question. When it is apparent that 
there doesn’t seem to be a very bright future for the textile industry, 
doesn’t that discourage younger people, ambitious, capable young 
people of talent from going into this industry ? 

Mr. Cuccio. Absolutely, Senator. 

Senator TuHurmonp. Isn’t what has happened in the last few years 
to the textile industry in this country—and I hold here in my hand 
a list of plants that was closed that was offered here by Mr. Stetin, I 
believe, plant after plant that has closed, and down south, the unions 
down there had a list like this, plant after plant that has closed— 
isn’t that discouraging to any young person who is looking for a 
career and a particular occupation to even consider going into the 
textile industry ? . 

Mr. Cuccio. You are absolutely right, Senator, because we even 
discourage people because there is no future in the textile industry. 
You don’t know how long it is going to last and there are no rates 





ae it a ee 5 ra 


mn, fF 4 fs i —_— po —_— —-. 


— 


co @& 


goes e 2s = 


Qa. 





for & 
> the 


even 
istry. 
rates 





it 
¢ 


ord. 


PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 1465 


of pay, no advancement as far as a young individual coming out of 
school and college and going into the textile industry. 

Senator Pasrore. Even if you had such a young man, there is no 

lace for him to go, is there? 

Mr. Cucoto. That is right. 

Mr. Srertn. I might add on this one point, here is one area we 
are in agreement with the ners A number of the textile manu- 
facturers have been saying that something must be done to increase 
the salaries of some of the men coming out of the schools in order 
to attract young men into supervisory and executive and engineering 
jobs. We agree with that but we also agree that if it is good for 
them, then it ought to be good for all the workers because there is 
no reason why there should be such a wide disparity of an average 
of about 60 cents an hour between our wages and the wages of the 
American workers generally. 

Now, this was not always so. The spread was not as great as it 
is today when we had a much greater industry than we enjoy today. 
I think this is part of the problem that the Federal Textile Develop- 
ment Agency is going to deal with. Why should there have been 
such a disparity developed in the last 7 years. As the figures have 
pointed out, the average for the textile worker was $1.19, while the 
average for the American worker generally was $1.41 or a spread of 
approximately 22 cents. This was back in 1951. Now, why should 
the spread today be 60 cents an hour? 

Gentlemen, I say one of the reasons is because the employers in the 
textile industry are so busy fighting organized labor in bringing about 
the kind of a condition that exists today in the more highly organized 
sections of American industry, because with organization comes a 
better atmosphere, a better relationship, yes, you bring about a better 
degree of cooperation and efficiency. I say we ought to investigate 
why there has been such a disparity in the wages of textile workers as 
compared to the wages of other workers in American industry and I 
do hope this committee will study that problem and come up with 
some kind of an answer as to what is missing, what is wrong. 

Mr. Cuccro. One more thought, Mr. Chairman, if I may. No mat- 
ter how much the union in the area has cooperated, and at times we 
look very bad, we look like the worse type of sellout artist in the 
company, you agree with the company, you go to the workers and tell 
them about it while all around us Ford workers, steelworkers, auto- 
mobile employees, Wright Aeronauticals, maker of parts for planes 
and motors, are procuring increases, one after the other, while our 
union has been saying to the textile worker in our union, we have to 
maintain the status quo. It raises a question—when labor and man- 
agement cannot solve its problems, then I believe that Government 
must do something about the textile worker. 

Senator Pastore. All right, gentlemen, how many more witnesses 
do you have ? 

Mr. Sterin. We have just a few workers. 

Senator Pastorr. All right, if you have brought these people here, 
they ought to testify. 

Mr. Sretin. Thank you. 
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STATEMENT OF MRS. FRANCES JANICKE 


Mrs. Janicxe. My name is Frances Janicke. I live at 164-8th 
Street, Passaic, and I worked at Forstmann Woolen for 18 years, | 
got a job in 1940 and I got laid off in 1957, December 4, and it is very 

ard for me to get a job because I am 61. That is all there is to it, 

—— Pasrore. And how long have you worked in the Forstmann 
mill 

Mrs. Janickn. Eighteen years, and I am unable to get work. 

Senator Pasrore. You have been looking for work ? 

Mrs. Janitcxe. Oh, yes. 

Senator Pasrore. And you cannot find any? 

Mrs. Janicxe. I made a lot of applications but on account of my 
age—— 

Mr. Sretin. Did you get any pension ? 

Mrs. Janicxe. No, I applied some time this week. I will be 62 
in December. 

Senator Pasrorr. You mean for social security ¢ 

Mrs. Janicke. Old age pension. 

Senator TuHurmonp. You mean pension from the company ? 

Mrs. Janicxe. No, I don’t get any pension from the company. 

Senator Pastore. You have been working there since 1940? 

Mrs. Janicxe. That is right. 


STATEMENT OF VERA MALENDA 


Mrs. Matenpa. My name is Vera Malenda from New Jersey. I 
started with Botany in 1933 and when they closed up, I have been out 
of work now going on 31% years. I haven’t been able to get a job be- 
cause the only thing I am qualified for is textile work. 

I have tried applying for a job anywhere they would teach me and 
they said I wasn’t qualified. I am only 45 and I can’t get a job. 

Senator Pastore. You are 45 and can’t get a job? 

Mrs. Matenpa. They said if you are 35, they won’t teach you a new 
trade. So, I’m out of luck. 

Senator Pasrors. You are not married ? 

Mrs. Matenpa. Yes, I’m married. I have two children. I would 
like to give them an education as well as I possibly could but I can’t 
do it on my husband’s pay. 

Senator Pastorr. You mean you and your husband work together 
to support the family? 

rs. Mauenpa. Yes, sir. 

Senator Pastore. Is your husband working now? 

Mrs. Matenpa. He is working. He is working in a paper mill. He 
doesn’t make much but I have been taking jobs babysitting, anything 
I can get hold of because as far as getting a job in a different mill, I 
am not able to. 

Senator Pasrorr. You need to work to keep your family together? 

Mrs. Matenpa, Yes, I would like to give them an education. 

Senator Pasrore. How old are your children ? 

Mrs. Matenpa. One is 15 and one 17, both in high school. 

Senator Pastore. Both in high school? 

Mrs. Mauenpa. Yes, sir. 

Senator Tourmonp. At what mill did you work? 
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Mrs. Matenpa. Botany Mills. 

Senator THurmonp. And what happened to your job? 

Mrs. Marenpa. Well, they closed up. 

Senator THurmonp. The entire mill closed down? 

Mrs. Marenpa. Yes, sir, and that is the only work I qualify for. 

Senator THurmMonp. And you have not been able to find any textile 
position anywhere ¢ 

Mrs. Matenpa. No, sir. 

Senator THurmonp. And you made diligent efforts? 

Mrs. Matenpa. I have tried different plants, different mills, that 
they would teach me the trade. They said I’m too old to start. Once 
you are past 35, they won’t take you. They said there is too much of a 
risk to teach an older person. For a job they want youngsters. 

Senator Tuurmonp. And too, I guess textile jobs, instead of being 
increased are being decreased now, too, on aceount of imports. 

Senator Pastore. Thank you very, very much. 

Mr. Srerin. Thank you very much. 

Senator Pastore. If this day isn’t long enough, we will have to 
come back some other day. This is good testimony and we do not 
want to shut anyone off, but will someone who is speaking here for 
the om of witnesses, please rise to tell me how many more witnesses 

ou have. 
: Discussion off the record.) 
enator Pastore. Now we have Mr. Wesley W. Cook. 

Mr. Davis. I am going to speak for Mr. Cook. 

Senator Pastore. Are you going to read this statement, sir? 

Mr. Davis. Senators, 1 am not going to read it all. I am going to 
try and hit some of the highlights but I would like for all of it to be 
entered into the record. 

Senator Pastors. That will be done right now. 

Mr. Davis. We would also like to supply additional information at 
a later date which will bring up-to-date some of the things that we 
have started on this survey, which has not to date been completed, but 
we hope to have the information to you and documented prior to 
your final hearing. 

Senator Pastore. All right. 

(The material relative to this subject subsequently submitted b 
the TWUA may be found in the appendix of vol. V of these hearings. 

Senator Pastore. All right, sir; with that understanding, the 
record will be kept open for you to supply any supplemental data 
that you desire. You may proceed in any way you like. I am not 
trying to tell you not to read the statement, but I am merely saying 
that, 1f you can be more selective, the statement is going into the 
record anyway, we would appreciate it. 


STATEMENT OF WILLIAM S. DAVIS, INTERNATIONAL REPRESENTA- 
TIVE, TEXTILE WORKERS OF AMERICA, ACCOMPANIED BY 
MATHEW K. AMBERG 


Mr. Davis. My name is William S. Davis, international representa- 
tive, Textile Workers of America. My home address is 18 North 
Main Street, Hagerstown, Md. I am appearing here as a substitute 
for Wesley W. Cook, vice president and director of the synthetics 
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division of the Textile Workers Union of America. His home address 
is 58 F Crescent Road, Greenbelt, Md. His office address is 1025 
Vermont Avenue, Washington, D. C. 

Now, this material, Senators, has been prepared not only because 
our union has been very concerned about the members of our union 
who have worked for as many years as our employees here concerned 
have and then find in their late years of life they are without a job, but 
also, Senators, we felt that you, too, would be concerned, and we felt 
you would want the facts to take to other Senators not here on the 
subcommittee. 

This material had been prepared and documented for us by Mathew 
K. Amberg, who is at my left, and his address is 10 D Southway, 
Greenbelt, Md. : 

Senator Pastore. I am just skimming through it, and I will tell 
you very frankly, just from a cursory examination, it seems to be a 
very brilliant piece of work. 

Mr. Ampere. Thank you. 

Mr. Davis. I want to read part of the first page as background and 
then I will skip through ond tell you what pages I am going to be 
reading as I go through. 

Senator Pasrors. All right, sir. 

Mr. Davis. This concerns the situation of closing the Roanoke plant, 
which is a plant owned by the American Viscose Corp. 

The city of Roanoke, with a population of 91,921 in 1950 and an 
estimated 105,000 in 1957, is the third largest city in Virginia and 
Virginia’s largest inland city. 

Roanoke County, whose chief population centers are Roanoke, 
Salem, and Vinton, had 133,407 people, according to the 1950 census, 
and an estimated 149,400 in 1957. 

The Roanoke standard metropolitan area consists of the entire 
county, including the city. 

Roanoke is located in the Roanoke Valley, between the Blue Rid 
and Alleghenies, at the southern end of the Shenandoah Valley. It 
lies almost exactly midway between New York City and Atlanta. 

One of the Nation’s fastest growing cities, in 1957, Roanoke cele- 
brated its 75th birthday and its development from the small com- 
munity then known as Big Lick which in 1882 was given its first 
push toward importance by the linking there of the Norfolk & West- 
ern Railway and the Shenandoah Valley Railroad. 

In 1880 there were 669 people living there; in 1890, 16,159. By 
1910, Roanoke City had grown to 34,874; its chief industries were 
the N. & W. Railway offices and shops and the American Bridge & 
Iron Co. (now the American Bridge division of United States Steel). 

The American Viscose Corp. located in Roanoke in 1914; its first 
Roanoke unit was in operation in 1917 and the second unit in 1919. 
By 1920, the Roanoke City population had jumped to 50,842 from the 
34,000-odd of 10 yearse previous. From then on, until recently, the 
city and the American Viscose plant grew and lived together. 

Many other businesses located in Roanoke, and the N. & W. Railway 
is a bigger employer in Roanoke than is or was the Viscose plant— 
but so important has the Viscose plant been that when in 1954 it was 
announced that General Electric planned to build a plant in Roanoke, 
a local newspaper exultingly hailed this as the biggest thing to happen 
to the city since Viscose located there. 
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Roanoke City is the business, financial, and medical center—not 
only of Roanoke County but of western Virginia, embracing some 
16 Virginia counties in the primary Roanoke newspaper market 
area and 9 Virginia counties in its secondary market area, and reach- 
ing into parts of 3 North Carolina and 4 West Virginia counties 
adjacent. The leading local newspaper corporation estimates that 
some 55 percent of Roanoke City department store, apparel, and 
furniture store sales are made to people who live outside of Roanoke 
County. Thus, Roanoke merchants dealing in these goods are com- 
paratively insulated from adverse effects of even the most drastic 
employment cuts in any 1 or 2 or 3 of even the biggest employers in 
Roanoke. This is all the more true because of the city’s diversified 
employment. 
ss than one-third of the work force is in manufacturing. 

In September 1958 there were 13,400 employees in asmeneeniain 
12,500 in trade; 10,950 in service industries; 9,525 in transportation, 
communications, and public utilities; 3,450 in construction; 2,500 in 
government; 2,375 in finance, insurance, and real estate; and 200 in 
other work. Total employees, 54,900. 

In 1956 there were an estimated 155 manufacturing establishments 
employing 15,100 people in Roanoke, according to the 1958 Roanoke 
City Dicctees his 15,100 manufacturing employment figure cor- 
responds with that given for November 1956 by the Virginia State 
Employment Service and represents a high point in that year which 
started with a low of 13,800. 

During November 1956, along with the 15,100 manufacturing em- 

loyees, there also were 39,350 nonmanufacturing according to the 

SES. Of these 39,350 nonmanufacturing workers, 11,700 were in 
trade; 11,370 were in the VSES category called transportation, com- 
munications, and public utilities; and 3,370 in service industries, to 
name the three largest categories. 

The second largest single category in the manufacturing group for 
November 1956 was what VSES calls chemicals, with 2,290. Food 
and kindred was highest with 2,370. Usually chemicals ranked first 
in manufacturing in Roanoke. Now, what VSES calls chemicals 
consists in Roanoke mainly of—American Viscose. Subtract from 
the chemicals category the American Viscose workers and those of 
Stauffer Chemical Co., which supplied Viscose with carbon bisulfide 
and which depended for its existence on Viscose, and the chemical 
category consists of perhaps 200 or less. 

Similarly, when one looks into the nonmanufacturing category 
called transportation, communications, and public utilities, one ac- 
tually is looking at the Norfolk & Western Ry.—with perhaps 
7,000 employees in the Roanoke metropolitan area in 1957—and at 
the electric power, gas, and telephone companies, for the most part. 
Since the N. & W. shops are in Roanoke, as well as the general 
offices, and since not only-maintenance and repair but also the build- 
ing of cars and steam locomotives was done there, part of the 11,370 
total in this category actually were engaged in manufacturing though 
not so counted. 

While employment at the Roanoke Viscose plant has been sliding 
off during the past several years, Roanoke’s employment picture 
as a whole has not reflected this but rather has trended upward as 
company after company located there. In May 1950, there were 
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48,050 nonagricultural wage and salary workers in the Roanoke metro« 
litan area; in May 19538, 51,400; in May 1955, a slump to 50,500; 
ay 1956, 55,275; May 1957, 56,775. But May 1958 was the first 

month during the current recession during which the Roanoke metro- 

politan area had a greater unemployment percentage than the na- 
tional average. And the May 1958 Roanoke employment figure was 
55,350—down 1,425 from the previous May. 

Taking the data furnished by the Virginia State Employment 
Service, whose Roanoke office manager, Mr. Palmer St. Clair, has 
been helpful in supplying much information, we find that whereas 
from January 1956 through March 1958 the seasonally unadjusted 
figures show a lower percentage of the Roanoke area work force 
jobless than was true nationally, since then Roanoke has had higher 
percentages than the national. 

Furthermore, Mr. St. Clair’s estimated forecasts of unemployment 
percentages for Roanoke for this month and for January 1959 are 
not only higher than those we have been given on an unofficial basis 
by an expert in these matters, but the spread between Roanoke and 
the national figure is widening. 

To be specific, between January 1956 and November 1957, the 
Roanoke unemployment percentage ranged from a low of 2.2 toa 
high of 3.8, while the national range was from a 2.9 low to a 4.7 high, 
and in no bimonthly pairing was Roanoke high. 

In January 1958 the Roanoke picture swiftly began to worsen as 
N. & W. commenced what became huge layoffs as its program of con- 
version to diesels from steam locomotives opened the way to dispens- 
ing with shopmen and others. The N. & W. layoffs eventually went to 
about 2,000 later in the year but later some of these were recalled. 
Other employers joined the layoff process. The January 1958 Roa- 
noke unemployment figure, 5.6 percent; the national, 67 percent, 
March 1958, Roanoke had a 7.4 percent jobless compared to the na- 
tional 7.7 percent. But—May 1958, Roanoke, 8.5 percent, national 7.1 
percent. July 1958, Roanoke 8.1 percent, national 7.5 percent. Sep- 
tember 1958, Roanoke 7.6 percent, national 6.0 percent. 

Mr. St. Clair’s estimate for November 1958 for Roanoke, on the 
basis of his office’s knowledge of the situation and the planning of 
employers, is that the unemployment percentage will turn out to be 
about 9.2 percent. We understand that the national figure for No- 
vember 1958 may go around 6.4 percent. 

Mr. St. Clair’s “guesstimate” for January 1959 is 10.6 percent, 
while the national figure is thought by our unofficial Washington 
source to be in the neighborhood of 7.5 percent or less for the Nation. 

It should be pointed out that all figures used here are as of the 15th 
of the month, and they are not seasonally adjusted. The national 
figures are based on sampling of workers, except for the November 
1958 and January 1959, while the Roanoke figures are somewhat dif- 
ferently compiled, based on reports from 131 major employers. 

These November 1958 and January 1959 forecasts are not, of 
course, anything except informed guesses and in both cases perhaps 
on the pessimistic side. 

But the alarming thing for Roanoke is that by January nearly 1 
out of every 9 workers in that area will be jobless, if the forecast for 
that area is correct. Notice, too, that the forecasts go to a three-point 
spread between Roanoke and the national percentages. 
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So Roanoke, classified as a group B, relatively low unemployment, 
area a year ago, now is a group D, substantial labor surplus, area since 
May 1958—and it seems reasonable to believe that when the Novem- 
ber figures are published Roanoke will be reclassified as group E. 

Now, so far we have been talking about percentages of t unemploy- 
ment in the nonagricultural work force. And the Senators under- 
stand that all the Roanoke employment figures we have gathered 
for you, mostly from the Virginia State Employment Service, are 
Eiemarivalterel and also inhale the self-employed and the domestics, 
so the figures exclude about 7,000 people. Now we are going to men- 
tion how many people are jobless in the Roanoke area and discuss 
what happens to them. 

In January 1956 there were 2,150 unemployed in Roanoke metro- 

litan area—the Roanoke County figure which is the VSES estimate. 

y November 1956 the figure had fallen to 1,400, but in January 
1957 it was back up to 1,900. Then it fell to 1,600 in May 1957 and 
rose again to 5,500 in July 1958 in a steady ascent. In September 
1958 it was down a little to 5,100. 

While no official unemployment figure is available for Octeber, 
there were 1,132 new and additional unemployment benefit claims 
that month, up 325 from the September figure. Since Mr. St. Clair 
forecasts a 6,200 jobless figure for November, it seems reasonable to 
guess that the October unemployment stood somewhere between 5,100 
and 6,200—considering that hundreds of Viscose workers were laid 
off after September 15. He forecasts that 7,100 people will be jobless 
come January 15. 

Here is an extract from a talk given by Mr. St. Clair before the 
Roanoke industrial development meeting October 23, 1958: 

Anticipated employment requirements for the next 2- to 4-month period, as 
indicated by reports from 131 major employers in the Roanoke area, is not too 
bright, with the employment level declining at an accelerated pace during the 
winter months. Closing of the American Viscose Corp. might have a damaging 
influence on several other businesses. The employment outlook for railroad 
workers is uncertain. Construction, which has already shown some drop, will 
increase further as cold weather halts outside work. A few odd contracts 
remain to be completed. 

Seasonal hiring in trade establishments could be below normal when many 
families will be forced to ¢urb any unnecessary spending. By mid-November 
hires in trades will be small compared with the large releases in the chemical 
industries, resulting in a net loss possibly of as many as 1,100 workers. By 
mid-January, including losses in chemicals, trade, and construction, this could 
result in a drop of around 1,900 workers from the mid-September level, which 
would place unemployment in- November at an estimated 6,200, or 9.2 percent 
of the labor force, and in January, 7,100, which would be 10.6 percent of the 
labor force. 

- should identify Mr. St. Clair for you. He is from the Roanoke 

ant. 

F Now, let’s get back to the American Viscose Corp. plant at Roanoke, 
and its employees, most of whom are members of the Textile Workers 
Union of America, AFL-CIO. 

We mentioned that the first Viscose production unit was in opera- 
tion in 1917 and the second one in 1919. There were 1,000 employees 
in 1917 and 1,700 in 1919. In 1922 the third production unit was 
completed, and in 1923, the fourth. In 1928, with the fifth and sixth 
production units in, there were more than 5,000 employees. The peak 
employment was in 1929—about 5,500, including some 200 construc- 
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tion workers. In 1932 the plant was closed for the first time, for 
about 6 weeks; another layoff came in 1937. But these shutdowns 
were the exception to the rule. big as 

In 1941 came changes in processing spun yarn, eliminating wet- 
reeling and finishing departments in a shift to cake washing and dry 
reeling, and a drop from the employment peak down to about 3,600 
employees. Some of the people were reemployed at the Front Royal, 
Va., American Viscose plant. From then on, the plant practically 
ceased to hire new people—mostly laying off and recalling employees 
as needed—except that in 1956 some young people were hired. 

From 1911 to 1950 the rayon eee was a stable industry—it 
could sell all it produced, and Roanoke Viscose shared the stability. 
Workers were hired young. Girls came on at age 14 to 16, and men 
in their early twenties, and they stayed. The company didn’t hire 
above age 25, for the most part. These are the people in trouble 


ay. 

The average age of the Roanoke Viscose worker is above 48, Many 
are in their fifties and sixties. Many have been employed in this plant 
for 25, 30, 85 and more years. Look at table I, and you see that 797 
men and 241 women, hourly rated, had 30 or more years of service, 
That’s 1,038 of the 1,961 people, or almost 53 percent. Many have little 
or no work experience except in procedures essential to making rayon 
by the viscose process but unused in other industries. 

They are good workers, good citizens, good people. The plant man- 
agers jesidibe them as “the cream of the crop—mature, faithful, good 
employees, the salt of the earth.” Mr. St. Clair told the researcher re- 
tained by the union to do a study of the Roanoke situation that he, 
Mr. St. Clair, did not know “where you would find a more dependable, 
more reliable, more hard-working” group of people than these Roanoke 
Viscose workers. 

But 1951 through 1954 were bad years for the company, and 1957 
was another. New fibers competing with rayon, people wearing less 
clothing and less rayon clothing, less of an export market—and plant 
machinery unadaptable to producing anything except rayon, led to the 
announcement August 4, 1958, by the company at its Philadelphia 
office that the Roanoke plant would be closed down. 

From an average of 3,176 employees—salaried and hourly rated— 
in 1948 the payroll rose to 3,277 in 1950 and then went down. 

In 1951 it was 3,221; in 1952, 2,404. In 1953 came a respite in the 
decline—a rise to 2,957. Then, in 1954 a fall to 2,450. The next year 
the same number of employees—or, rather, 1 less, at 2,449. In 1956 
there were 2,362; in 1957, 2,138. This year, according to the figures 
erie us by the company for use at this hearing, the average will 

e 1,660. 

When the plant closing announcement was made, there were 1,750 
people in the plant. As of November 6 there were 462 people working; 
32 of these were scheduled to be terminated by November 10. It is not 
known when and in what numbers the additional layoffs will come, but 
it is expected by December 1 perhaps 8 salaried workers, 50 coming and 
beaming workers, and up to 150 engineering workers—that’s the 
maintenance, repair, and similar workers—will be dropped. 

So after these many years of service—20, 25, 30, 35, even 40 or more 
years—these hundreds of people are not needed by Viscose in Roanoke. 
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Most of them are too young to retire. Many of them are finding that 
they cannot find jobs, and in many of these cases they discover that 
they are too old to hire. 

This is the problem. They are steady people, dependable, salt of the 
earth, hard working. But many of them have unable to find 
work 


A 42-year-old spinning attendant with 10 years and 11 months of 

service at the Viscose plant writes that in the time since his layoff in 
mid-August : 
_ I have contacted 47 different firms and businessmen in the Roanoke Valley. 
Twenty-eight accepted my application with the promise I would be considered 
for work when a vacancy occurred; 19 refused my application due to the fault I 
am too old at 42 years and inexperienced. 

I will give my consent for my questionnaire and this letter to be made public 
* * * it might open the eyes of the people to the fact that a man at 42 has many 
good working years ahead of him and at that age must have children still de- 
pending on him for support and need him most. 

And for being inexperienced for work it is impossible for a man to know 
everything, so if I was given a chance elsewhere to learn a trade I would accept 
gladly. The employers in Roanoke have nothing for me. I have a wife and 
seven children to support. God only knows what will happen to us. 


I would like to point out table I shows not only 1,138 people had 
over 30 years of service; it also shows on part 1 of table I, that in 
the male category, there are 840 of these people in the age range from 
50 to 65. These are the people having a real hard time finding em- 
ployment because of their age and also because of the fact that some 
companies have a pretty rigid physical test in which you and I all 
know that sometimes, when we get past age 50, it is much easier to 
find some little thing the matter with us, even though it may not 
be anything which would prevent us from working. 

In table i, art 2, it also shows that half of the female employees 
have better than 30 years of service and it also shows that 384 out 
of a total of 482 females range in age from 45 to 65. That is a pretty 
high average of years and seniority both. 

A 49-year-old shift electrician and troubleshooter writes that— 


there are jobs open at the N. & W. Railway for all first-class electricians but 
our age holds us off, mine by 4 years. Why? 


Another man writes: 


When you bring the questionnaire before the Senate I think it would be a 
fine idea to also bring the age limit up, too. I am 47 years old and every place 
I ask for work I am turned down because I am over 40 years old. 

And a 54-year-old man wrote bitterly that “you cannot buy a job 
at my age.” 

One 45-year-old woman, a coner in the processing department with 
28 years of service to the company, laid off in late August, writes in 
part that: 

The people that I have asked for jobs tell me I am too old, or they will not 
hire me because I have not had any experience for their work. 

_ A 48-year-old woman with 30 years’ seniority, a creeler in the beam- 
ing department, writes that: 

I have been to 16 different places seeking a job in Roanoke, Va., and told I 


am either too old or not experienced. Too old to work at 48 years. And not 
old enough for pension plans. Don’t seem fair to me. 


She also has been out since the end of August. 
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A 46-year-old paper-machine operator, a woman with 30 years’ 
seniority, out since the end of September, writes that: 

I cannot find work here; everywhere I go looking for work they either say 
you are too old or we have people laid off. Now I ask you gentlemen, what 
are we to do? What is going to happen to us people who are past the age of 
40 and 50? We cannot draw a pension. Our unemployment is not going to last 
long, so what is there left to do? 

I might interject, the lady said “our unemployment is not going to 
last,” but presumably she meant that the unemployment compensation 
benefits are not going to last. She had already drawn 8 unemploy- 
ment checks mks as you know, in Virginia we have a maximum of 
18 weeks of benefits in any benefit year—and a $28-a-week maximum 
benefit check. 

Now, you notice that there are several factors here that work against 
these people getting jobs. Some employers think they are too old, 
They are inexperienced in other trades, except for the skilled trades 
such as electricians, carpenters, machinists, and so forth, and many 
of the salaried people. And other employers have their own laid-off 
workers who must be reemployed first, which of course is only right. 

Some employers are blunt about not hiring above a certain age, 
while others profess more flexibility. A telephone survey of all firms 
with 500 or more employees, as listed by the 1956 Directory of Manu- 
facturers and Utilities in Roanoke, Salem and Vinton and Roanoke 
County, published by the Roanoke Chamber of Commerce, revealed 
the following: 2 could not be reached or did not answer ; 2 personnel 
people said they hire no production people over 35 years old; 1 hires 
no inexperienced people over 35 and no experienced ones over 45; 1 
hires women up to 35 or 37, men up to 45 for production and over 45 
if for maintenance, watchmen, and so forth; 2 say they have no maxi- 
mum age but have laid-off people to rehire, and one of these has a 
rigid medical examination prerequisite ; 2 say they have no maximum 
age and have hired a few Viscose workers. 

The manager of the industrial department of the Roanoke Chamber 
of Commerce, Jack M. Goodykoontz, told our researcher that in some 
cases company policies prevent hiring those over 45. He felt that as 
younger, more dextrous workers move up into better jobs when such 
opportunities occur, former Viscose workers will gravitate into the 
vacated jobs. And he admitted that in these cases, “gravitate” means 
downward. He spoke regretfully, but took a view about the future 
job prospects of many of these workers similar to that voiced by 
others—some would get jobs not as good as those they’d had, and others 
would have difficulties. 

A fragmentary view of the rehiring prospects of Viscose workers 
over = is afforded by data from the Virginia State Employment Serv- 
ice office. 

In May 1957, 38 of the 299 workers placed in jobs by the VSES 
Roanoke office were 45 and over; in November 1957, 25 of the 166 per- 
sons placed were over 45; and in May 1958, 33 of the 195 persons 
placed were over 45. 

The total number of jobless workers in the Roanoke VSES active 
file at the end of the months of May 1957, November 1957, and May 
1958 were, respectively, 2,084, 2,087, and 4,861. The over 45 group 
in the active file at the end of those months numbered, respectively, 
567, 809, and 1,212. 
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ars’ It appears from these figures, and from those for other months since 


| 
May 1957, that the percentage of over 45-year-old workers for whom | 
: jobs were found, out of the total number of jobless workers for whom i 
vhat were found by the Roanoke VSES office, has gone up slightly, 
from 13 to 17 percent. while the proportion of older workers in the 
file has dropped slightly from 27 to 25 percent. This is progress, but | 
very slight. Furthermore, even after the employ-older-workers drive 


— has been on for so long, older workers still had approximately half } 
loy- the chance to get a job that younger workers had, according to these 
1 of The figures do not show how long the affected workers were unem- 


ployed, what sort of jobs they finally pots at ane Pay — srenpared 
s of skill and responsibility, or 


inst to their former pay or at what leve 

old. how far from their homes. _ 

dal The Textile Workers Union of America was not satisfied to guess 
re what is happening to these members of ours and to the other Viscose 
off workers at Roanoke. We wanted to know and we wanted you to 


know. So we sent out a questionnaire to each of the people on the 
company’s plant mailing list—and I might acknowledge at this point 
the cooperation we've had from the company in this and other respects 
in developing the data for this testimony. We furnished the en- 
velopes and they addressed them and then we inserted the question- 
naire and mailed it out. It was sent to salaried and to hourly rated 
workers alike. It went to 2,269 persons. 

Senators will want to know when the questionnaire went out and 


normally only a minor fraction of the total number of mail ques- 
tionnaires ever return, in most cases. Well, up through November 
12, we received 1,322 replies. That’s a response, to that date, of 58 
percent. 

Obviously, we just haven’t had time to process all those replies in 
the time available, but we have been able to draw off a few preliminary 


ft how many were returned. The questionnaire went out Friday and 
"45 Saturday, October 31 and November 1. On the tabie before me are 
xi the envelopes in which the replies came back. Senators know that 


a findings. We ask your permission at this time to file additional data 
the with you when we have analyzed the replies, and we promise to do so 
il as soon as possible. ; 
a6 I might add that we are convinced that the large response, both 
b from TWUA members and from nonmembers—from salaried and 
bi hourly rated persons—is evidence that a large number of persons are 
in trouble and need help. Not all those who replied are in trouble; 
oe some are reemployed elsewhere and satisfied, but they knew that the 
val data was being assembled for the good of all and they knew others 
needed help so they answered also. I think that the fact this many 
ng answered is evidence of a widespread confidence by these people in 
ai their union, because the questions were searching, as you will see. 
al Senator Pasrorr. Have you fellows analyzed all these returns? 
Mr. Davis. We have not but I will ask the person who made the 
, survey. 
aa Senator Pastore. This is a very interesting thing and this is new. 
— I would like to hear something about it. It is very precious. I 
of think you can get right at the meat of the whole thing. This is a 
ys new development here and this is a very fine piece of work. This 
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is where you are actually getting to the people to answer these ques- 
tions and this is a survey that hasn’t been made. You are getting 
to the grassroots. Tell us something about this. 

Mr. Ampere. Senator, may I say this about the survey. The letters 
went out to the entire ey plant mailing list, so that you have 
not only the hourly rated workers who are members of the Textile 
Union, but also the managerial, the professional, the clerical, and so 
on, and many of those answered us just as did the hourly rated peopl 
Out of the 2,200 that went out October 31 and November 1, by No- 
vember 12 we had already received back this [indicating], 1,322, 
There are more still coming. 

Senator Pastors. Are you going to tabulate all this! 

Mr. Amperc. We are going to tabulate them as they come. We 
have already done one type of tabulation. We tabulated them in 
terms of their employment status. In other words, how many of 
them are still working at Viscose, out of those who returned, and how 
many are working elsewhere; how many are working part time else- 
where; how many are out of work; how many of them are too sick; 
how many are retired; how many are self-employed, and so on. 

It is this tabulation that we have for you now. The additional 
tabulations that we wish to prepare would come subsequently. We 
just haven’t had time to work up all the cross sections of the returns 
and that is what we would like to do and you have kindly given us 
permission to send that in later. 

Senator Pasrorr. Now, this is what I want you todo. I want you 
to work this out with Dr. Miernyk. This [indicating] is Dr. Miernyk. 
He is the chief of staff, a great economist, and he is the man respon- 
sible for thée’correlating oF all these figures. I see you even have his 
book. 

Mr. Ampere. I didn’t do as well as he did. 

Senator Pastore. Now, the point is this. This is very valuable to 
us and we would like to get this tabulated and you can work it out 
with Dr. Miernyk and we will keep the record open so you can 
break it down as to classifications and I think that ought to go into 
the record because this is really an investigation right in the field. 
This is giving the facts that we really want. What becomes of these 
people? That is the important question. 

So many people say mien you close down a mill, they are diversified 
and get some other work. The trouble is even when an industry does 
come in, it does not hire the same people who are out of work because 
these people are not trained. The big question arises whether or not 
they can rehabilitate and readjust. e have evidence that people 
devoting 25 to 30 years to one thing do not change their habits too 
easily. Some of them are not even wanted. What happens? Some- 
thing comes in which is substandard and they begin to hire these 
oe and they have to go to work for wages that are absolutely 
unfair. 

We want to bring that out in our record and this is a fine investiga- 
on and I would hope that you would tell us a little something about 
this. 

Mr. Ampera. First of all, I want to say the Senator is right. You 
will find on tables VIII and IX in the rear, the breakdown, the work 
status of the men and women who answered the questionnaires in time 
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giving you. 
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to get classified. And, there is also this material that Mr. Davis was 

Senator Pastore. All right. 

Mr. Ampera. On page 14, for example, you will see the figures we 
have compiled. 

Senator Pastore. All right; this is fine. 

Mr. Davis. All the way through this points out how many were 
jobless, how many seeking employment, cael many were unable to 
find jobs, how many were trying to learn new skills, and so forth. 
These people have made an effort to find jobs. 

Senator Pastore. Now, what happened to Viscose and why? 

Mr. Davis. What happened to Viscose? 

Senator Pastore. Yes. You are familiar with it, aren’t you? 

Mr. Davis. Yes, I am. 

Senator Pastors. You tell us a little something about that. What 
happened to it and why ? 

r. Davis. The same as the number of other rayon companies who 
are in trouble because of new fibers, competition and, as you know, 
there is less rayon being used today in clothing than there was a few 
years ago. Now, we would hope that something could be done to 


‘move that back up, but so far, it has not. 


The fact was that they had 3 or 4 plants on a marginal basis due to 
the fact that they had all this competition and they consolidated in 
several plants because in this _— of a business, unless you can work 
at a fairly high production level, it is not profitable. Now, there are 
some types that you can make money at, say, on a 55-percent basis, 
but when you run year after year at a low capacity, then it no longer 
becomes profitable and they consolidated in the Parkersburg and 
Lewistown, Pa., plants and closed the Roanoke plant because they 
can make in those plants, with the facilities they have, all the rayon 
that they can sell in filament yarn. 

Senator Pastore. This isn’t a question of being damaged by foreign 
imports ? 

r. Davis. Some of it is, yes. 

Senator Pastore. How much of it is? 

Mr. Davis. Not as much as maybe some of the rest, but there is quite 
a bit of it because here again, you have a lot of competition from the 
foreign countries in the rayon market, from South America and all 
over Europe. 

There was, I believe, some testimony on this growing competition 
presented at a previous hearing by Wes Cook to the Senate committee 
who held some hearings in Washington on the tariff situation, which 
took into account a lot of the competition that this same plant had. 

Senator Pastors. Would the area development bill help a town like 
— or do you think Virginia is capalile enough to take care of 
itse 

Mr. Davis. Well, Senator, I understand from this survey that the 
town will survive. There is no question about that, but the big thing 
in our mind is what happens to these people? These are individuals 
who have spent all their life with one company and they wake up some 
morning and find they are out of a job. Now, this doesn’t affect them 
only from the standpoint of getting a job at their own skills. A lot 
of these people will not be able to use their skills, which the country 
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is losing, but also, a lot of them have to accept jobs paying much less 
and it runs into this situation. 

For instance, what happens to these people if they don’t get a job 
that are 55 now and the retirement that we have with Viscose is not 
sufficient to carry them through until they can get their retirement 
from social security, so that if they don’t get employment now, their 
social security is going to be drastically reduced? And, if they do 
get employment now at a much lesser wage, their social security is 
also going to be drastically reduced. 

Now, here is a field that I think you Senators would be interested in 
in case that- you discuss any further amendments or what have you to 
the social security laws. Something should be able to be done for 
these people when eee their life in one plant this way. 

Senator Pasrorr. Let me say something to you. My colleague in 
the Congress introduced a bill or a resolution calling for a White House 
conference for our elder citizens. I mean the problem that you state 
here, as I look at it, is the general problem of what is happening to 
these people who are employed for a certain number of years in a 
particular skill and then it comes to the time when through some 
evolution, whether it be importations or the change of habits, they lose 
their jobs and they can’t be employed in some other occupation within 
the immediate vicinity of where they live. 

It is ridiculous to think you can take a whole segment of the popula- 
tion, let’s say, out of Rhode Island and move it down to Virginia or 
some place, because there happens to be a better working opportunity 
there. Things like that just do not happen. People have their roots 
and have their families and they cannot move that easily. 

That is the reason why more than 45 Senators sponsored the area 
development bill. This isn’t something you can say time will take care 
of because people have to eat three times a day and they cannot wait 
until tomorrow for a cup of coffee. It is a day-to-day problem and it 
is a great problem. 

But, the problem that you are raising here, Mr. Davis, am I not right, 
is mostly what to do about elder citizens who lose their jobs? That 
investigation is going on now and we are going to have what is known 
as a White House conference. I was instrumental on the Appropria- 
tions Committee to get at least a $50,000 appropriation on a supple- 
mental bill to get this organized so that we can get moving. I think 
myself, that what that bill calls for is for each State to hold a confer- 
ence of its own and then call for a national conference on the White 
House level to see what can be done about these elder citizens. 

I want to tell you, that it is becoming the serious problem of this 
country. When you have people stand up at 45 years of age and say, 
“T can’t find a job,” and they are being told that they have other 
younger people that can be hired, that is a serious problem. 

Now I know elder people who were working during the war when 
most of our younger people were in uniform. What happens to these 
people over 45 and 50 years old when they lose their job and they can’t 
find another one? Iam telling you that is becoming one of the biggest 
social problems in this country of ours and the Congress of the United 
States will have to meet it. 

Now, we could talk all we want about States rights, but when you 
talk about people, you are talking about American people and it is a 
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national responsibility, as I look at it, and I hope that this Nation is 
going to move into that field and do something about it because it is a 
very serious thing. 

I am glad that you have brought up the problem and I don’t know 
how much your problem is tied in with the purview of this resolution 
though, Mr. Davis. I would like to hear you on that. You are 
familiar with our resolution. We may touch upon this matter of these 
older people in textiles who lose their jobs and have no place else to 
go. The fact of the matter is that the problem you have raised here, 

r. Davis, has to do more or less with what do you do with the elder 
workers. No matter what industry they work in in the United States 
of America, they are Americans who have lost their job. 

Mr. Davis. It does tie in; in other words, if you have employment 
there, if these people go to work, they not only have lost their job, but 
if they find employment, they are finding it on the bottom of the list. 
They have no seniority so they may work a few months and get kicked 
out some place else. 

Senator Pasrore. The point I make here—we are discussing the 
decline in the textile in mony and there have been some very fine 
presentations on Forstmann, Botany—and they came in here and told 
us why these people went under. 

You see, you have not told us very explicitly within the purview 
of our resolution why your company is hiring less people. You have 
touched on it in a very nebulous way. I think you haven’t put your 
finger on it. All you have said now is that they are not using as much 
rayon, That is an evolution in an industry which we can’t help. We 
can’t go ahead and tell an industry to use more rayon. We cannot 
get into that. 

Now, if you are telling me that there are imports that are doing 
this to you, then, of course, I would like to hear you on that. 

Mr. Davis.» There are imports that are doing it. 

Senator Pastore. You will have to give me something a little more 
positive. 

Mr. Davis. We did not touch on imports in this but part of the 
reason for the plant closing down is imports. 

Senator Pasrore. Let me say this to you, Mr. Davis. You have 
some fine people working with you as statisticians and economists. 
Can you develop that a I will leave the record open so you can get 
it in. That is what I would like to get. You see, you have to pin- 
point your presentation within the purview of our resolution. Other- 
wise, 1f you become too general, you don’t tell us a great deal. In 
other words, please give me what has happened to the company that 
you are talking about which you feel we can do something about 
within the jurisdiction of this resolution. 

Mr. Davis. You are going to leave the record open ? 

Senator Pasrore. I am going to leave the record open. This is 
what I want. I am very much interested in this phase of the ques- 
tionnaire and I would hope you would develop that to its final con- 
clusion. Then I want, with the assistance of our committee, to have 
a computation made and an analysis as to the coger they fall 
into. But, besides that, I would like to have you tell me what you 


feel there is within the resolution jurisdiction that we can do about 
your situation. 


29350—59—pt. 418 
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Mr. Davis. As long as you leave the record open, we will submit 
that. 

Senator Tuurmonp. Let me say this right on that point about the 
middle aged and the older group, say, between 40 and 65. There 
are many of those people who are able to work and they should not 
be denied an opportunity to work and I would like to ae 
take more interest in those people and take more interest in people 
between 40 and 65. Simply because a man is past 40 today or past 
50 today, with our modern system of health and research and de- 
velopment in this country to extend life, there is no reason why people 
beyond 40 and up to 65 should not be given jobs if they are qualified 
to fill those jobs. It is my hope that industry will give more con- 
sideration in the future to people in these age brackets than it has 
done in the past. 

Senator Pastore. I merely want to make this one rejoinder to that. 
I think it requires a little more than industry, it requires some hand 
of Government in this, no matter how you look at it, because if you 
have 1 job to give and you have 5 applicants and 2 of them are 25 
and 2 of them are 50 and 1 is 65, I will tell you now who industry is 
going to hire, and that is it. 

I am afraid we have to have some participation on the part of 
Government. Projecting ourselves into the future, I hope something 
will come out of this White House Conference. This is a moving 
problem ; this is a human problem and I tell you that a country that 
is composed of people who have no hope for tomorrow is a country 
that is not going to last as a fine, virile democracy. As long as we 
have this great army of om le over 45 who are willing to work and 
want to work and can’t wl this work and are being discriminated 
against because of their age, I say this is a governmental problem and 
I think the Government will have to participate in it. 

I hope with you, Mr. Thurmond, that industry will become 
awakened to it and do something about it, but I am afraid if you 
leave it entirely to education, we will have a long time to wait before 
this thing is going to be solved. What the answer to it is, I don’t 
know. I do know that the Health, Education, and Welfare Depart- 
ment has come before the Appropriations Committee, and they are 
now studying the problem of the elder citizen. 

I don’t think they have gotten very far with it. I don’t think 
there has been too much spirit and enthusiasm in it. I say this: We 
have a lot of healthy, willing Americans 45 and over, who can doa 
fine day’s work, and, somehow, we have got to find an answer to this 
big social problem. I am very happy that you brought it up and I 
think that this may be a starter. 

Mr. Davis. Just a few more words, Senator, and I will wind up 
my presentation. As long as you are going to keep the record open, 
we will file the type of inforination you want. As far as the tariff is 
concerned, there was quite a lengthy presentation by Brother Cook on 
that when you had your antidumping bill and we can go into it in this 
and supply it to you. 

Now, we'll take the 971 men who answered the questionnaire. Of 
this group, 57.1 percent were unemployed and seeking work, fewer 
than 1 percent were jobless and studying new skills, and 10 percent 
were still at Roanoke Viscose. 
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We broke the ages of the men a little more in detail than for the 
women. ‘To save your having to listen to each breakdown, and above 
age 50 we broke each year into its own employment status group, 
so you see that there are quite a few to read. I will _ read a few 
of the age groups. Tables VIII and IX carry the data for all the 
age groups, for men and women. 

Of the 29 men age 64, 24 were unemployed and seeking work, and 
1 each were jobless and studying new skills, employed part time, re- 
tired, sick, and still at Viscose. 

Of the 50 men age 62, 36 were jobless, 1 part time, 1 retired, 5 sick, 
and 7 still at Viscose. 

Of the 63 men age 60, 44 were jobless, 1 each were jobless and 
studying, and working part time, 2 had full-time jobs not at Viscose 
and 2 were still at Viscose and 4 were sick. 

Of the 63 men age 58, 42 were jobless, 4 were working part time 
had full-time jobs with new employers, 6 were sick, 1 was sel 
employed, and 6 were still at Viscose. 

f the 39 men age 55, 27 were jobless, 1 was jobless and studying, 
6 were still at the Viscose plant in Roanoke and 1 at another Viscose 
plant elsewhere, and 1 each were working part time, sick, self-em- 
pozes and not given. 

f the 16 men age 50, 8 were jobless, 2 were part time, 3 full time 
at Viscose, and 3 full time elsewhere. 

Of the 26 men age 44 to 45, 10 were jobless, 4 part time, 1 each in 
Viscose plants at Roanoke and another location, 8 full time with new 
employers, and 1 self-employed. 

nd so it goes. Now, when many of these people know that they 
are in for a rough time, when local businessmen and governmental 
officials regretfully predict that many of them will use up their 18 
weeks of unemployment ee and still have no jobs, what 
prospects lie ahead for these dependable, reliable, hard-working peo- 
le whose only crime is that they were too depemdihio-~aigeed en 
Eng for one employer that many of them are inexperienced at other 
jobs. Incidentally, some of them have acquired other skills during 
furlough periods, a fact some employers tend to overlook. And most 
of them can learn new job skills i re a chance. 

What lies ahead for these people ? 

Those who get new jobs will have lost their seniority rights. They 
now will be the first to be laid off in any curtailments in their new 
companies. Even those who are employed at American Viscose Corp. 
plants in other cities will have lost their seniority, because seniority 
is plantwide, not companywide. 

Those who got new jobs in other communities, as some have done, 
will have their problems also. Will they give up their homes in 
Roanoke or in the communities where they now live? Many do not 
wish to do so. They have their friendships in their present com- 
munities, built over the decades. They are active in their churches 
and have responsibilities to them. Some have children whose school- 
ing they don’t want to interrupt. Many own their own homes, for 
these have been thrifty people. Some have elderly dependents living 
with them—parents in some cases—and cannot leave them. 

Some will have to leave their present communities and relocate, 
and, in the case of some of the salaried people, are in the process of 


4 
f- 
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doing so already and, perhaps, look upon it as part of a professional 
career. Others are working elsewhere, or will work elsewhere, and 
send part of their earnings home to their dependents. One such 
person we know of now works in the Washington, D. C., area and 
sends back remittances so that his daughter may complete her school- 
ing. 

Many who find new jobs will take heavy reductions in take-home 
pay. We have found already, in skimming through some of the re- 
turned questionnaires, how deeply will the bite in their standard 
of living be on their new jobs. 

A 59-year-old carpenter, whose take-home pay at the Viscose plant 
was $63 a week, now earns $37 a week, ete pay. Another 
man in the same age group, who formerly earned $64.75, now brings 
home $34.10. A 57-year-old funnel setter from the spinning depart- 
ment now brings home $39 a week where he used to earn $62 in take- 
home money. Another man whose take home was $89 a week now 
earns $35. 

A 56-year-old carpenter second class whose hourly pay rate was 
$1.88 was bumped back to helper in May 1958 during the preannounce- 
ment layoffs, and was earning $1.64 an hour as a helper when he finally 
was laid off in September. Following his layoff from Viscose, he: 
found a job as a filling-station helper at 80 cents an hour. This man 
comments that, “Everywhere I went seeking work they would say 
their age limit was 35 to 40.” 

A former shift supervisor with $100.50 a week take-home pay now 
earns $60 on a part-time job. A former $97 a week foreman now 
makes $105 a month asa church sexton. A machinist specialist whose 
weekly take-home was $58 at Viscose now earns $50 working as a 
public school custodian. All the men mentioned above are in the 
55 to 59 year group. 

Of course, some will make as much money as they formerly did, or 
even more. 

Another question is whether those who find jobs will be using com- 
parable skills, or will be reduced to doing less skilled work than they 
are capable of. Obviously, being cut back in skill rating represents 
an economic loss to the individual and his family, in most cases. But, 
in addition, it also is a blow to the self-esteem, the pride, the status, of 
the individual—a having to play a lesser role than he had previously 
earned and filled in the work world which is for most adults the most 
important part of their livesin many ways. And—loss of skill-rating 
for the individual means loss of that much productive capacity for the 
Nation. When a leadburner loses his job in a plant shutdown and 
is forced to take a job in a parking garage or as a vacuum cleaner 
salesman—as we have heard has happened—that means that Ameri- 
ica is not getting maximum benefit from American skills. One of 
the things we will develop data on, from our questionnaire, and sub- 
mit to this subcommitee later, is on this skills question. 

Let us turn now to the question of those who do not find other jobs, 
or whose earnings on the jobs they will find is markedly lower than 
at Viscose. What effects will this have? 

One effect of loss of income is that they will have to buy less. Some 
will lose some of the possessions, and the savings that means security, 
that they have worked so long and saved so long to build up. 
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The announcement August 4 of the plant closing down, and the 
jayoffs since then, are too recent to have had their full impact in 
this respect. Even in the case of some of those laid off before the 
announcement the full impact is yet to come. 

Many of the people have not yet begun to draw unemployment 
compensation, and probably most have not yet exhausted their un- 
employment benefit rights. Unfortunately, the VSES Roanoke office 
does not have data organized in a way which would permit determina- 
tion of the number of benefit claimants and exhaustees formerly em- 

loyed by any given company. However, the Roanoke VSES claims 

eputy had the strong impression that several hundred Viscose people 
had not yet been in to file claims. A skimming of our return a 
tionnaires indicates that the claims deputy’s impression may well be 
correct although hundreds have filed claims. 

The full impact is yet to come for other reasons: Many of the peo- 
ple still have savings. They have separation pay and pension money 
coming. But, as some of the businessmen and governmental officials 
with whom we talked have pointed out, when the unemployment 
compensation checks stop coming, the savings and the separation 
money are used up, “then it will be rough.” We urge this subcom- 
mittee to try to arrange for a survey in Roanoke sometime in the 
latter part of 1959 to see what the situation isthen. Perhaps a Census 
Bureau team working with Labor Department and Social Security 
Administration support could run this survey. 

Our questionnaire asked about possessions that have had to be given 
up since leaving Viscose, and preliminary skimming indicates that 
for most this is still too early for them to have had to part with such 


things as a home, auto, and so on. Some have given up their home 
telephones and things of that nature. Of course, some have drawn 
down or exhausted their arog 


Many indicate that though they have not lost possessions, they fear 
that they will unless they find work. One 27-year-old married lady 
with two dependents has been jobless since June 1957 and has used up 
her savings, has borrowed and living with relatives, and has exhausted 
her unemployment compensation rights. She writes that “so far up 
until now I have been able to keep house and things but if I don’t get 
. job in the next few months I am afraid I will lose everything I 

ave. 

_ Discussions with Roanoke businessmen—in the retail credit bureau, 
in a finance company dealing largely in secondhand car financing, in 
the loan department of a major bank—and with a VA housing official 
in Roanoke, strengthen the impression that to date the Viscose people 
have been able to keep most of their possessions and to meet their 
financial obligations, for the most part. The future is another story. 
One 46-year-old lady, with 30 years of service at Viscose, writes that “I 
am going to lose my apartment and everything I have worked for 30 
long years.” 

It would appear that consideration should be given to setting up 
some form of protection for home owners and renters who through no 
fault of their own lose long-term jobs and are unable to meet housing 
payments. Perhaps the housing laws could be amended to provide 
that a small amount be set aside from monthly payments into a fund 
out of which payments would be paid under such conditions, for 
example. 
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This is a problem not yet critical for most of the Viscose people in 
Roanoke though it could get critical. We have been told that lenders 
will be disposed to be reasonable with them in many cases, postponing 

ayments or accepting a reduction in the monthly payment amounts, 

or example, as at least one of the questionnaires we have noticed in- 
dicated at this point. One man said he cut his house payments in half, 
Of course, as time goes on lenders may become less inclined to be 
patient. Furthermore, smaller monthly payments or delayed pay- 
ments will mean more in total payments as interest mounts. 

The plant shutdown announcement on August 4 hit these people in 

et another way. They had, many of them, set up and invested in a 
Vinod Employees Federal Credit Union. This credit union became 
their instrument for financing purchases in many cases, and so they 
helped each other that way. But when the plant shutdown announce- 
ment was made, this jeopardized the savings involved. 

We are informed that there were 721 share members in the credit 
union as of ane 4, and shares totaled $178,571.65. There had been 
199 loans, totaling $80,432.85, made between January 1 and Au 
4, 1958. On August 4 there were 296 loans outstanding, totali 
$100,440.12. There was a freeze imposed promptly on outgoing funds 
to Pee the rights of all. On October 15, 1958, the credit union was 
able to pay out 50 percent on the dollar as a partial payment to share 
members, and $89,224.34 was so distributed. 

We hope that those owing money to the credit union will be in a 
position to repay the loans so that the remaining shares may be paid 
off. Of course, this means in large part that those owing money will 
have to find jobs paying enough to permit them to live and also make 
repayments. 

Despite their age handicap, many of the Viscose workers are in- 
terested in retraining for another job if this can be had with no cost 
to them, a preliminary screening of the questionnaires shows. 

There is no retraining program as such in Roanoke, but the public 
schools do have shops and do give adult classes and can give more on 
request. They have facilities for auto mechanics, electrical, machine 
shop, welding, sheet metal, carpentry, bricklaying, printing, barber- 
ing, and cosmetology. But the schools must hate 40 cents an hour 
to meet that part of the cost that the State does not provide for. 
Forty cents an hour is a reasonabl sum, but for. people in financial 
difficulty it can act as a barrier when you consider that it is 40 cents 
multiplied by 1,080 hours for a course. Perhaps some help could be 
forthcoming here. 

Because the Viscose and other textile workers have been able through 
their union to win certain so-called fringe benefits via collective bar- 
gaining—embracing life insurance, disability insurance, pension, hos- 
any insurance, and sickness and accident insurance, some of it paid 

y the company and some jointly by company and employees—many 
of them did not buy separate policies for these protections. 

When they finally are separated and the company ceases to pay 
these benefits, many will have no insurance except that which they can 
convert from group to individual policies and which they can afford 
to buy at their attained ages. Senators know what this means to the 
protection available to the dependents of these people in these age 
groups and with these earnings prospects. 
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This brings us to the question of social security—and we hope that 
this aspect of the problem will be considered by Senators when social 
security legislation is reviewed and revised. 

Many of the Viscose workers have raised aspects of the problem. 
One of them, a 55-year-old first-class electrician with 39 years of 
seniority, put it this way: 

Fifty-five years old. Too old to work. Too young to retire. 

And a 54-year-old man writes : 


I would like to know how our Senators and lawmakers think people like 
myself and many others are going to live. I have worked for Viscose for 35 
years, 2 months, 18 days. I have 11 years before I can draw social security. 
I have tried to get a job—they say I am too old. If I can’t get a job in 11 years, 
my social security will be cut almost in half, I have paid in ever since it be- 
came a law. Now they say you are too old when you ask for a job and too 
young to draw social security and I am still not dead yet. 

So. I would like to see some law pass that would at least save our social 
security after we have paid on it this many years. We don’t have anything 
at all if we lose that. 


A 57-year-old powerhouse operator declares that— 


when too old to get a job, the company won’t pension you So that you can’t live, 
then the social security should be changed so that you could draw social security. 


And a 59-year-old trucker writes that— 


no one knows the sorrow and heartaches of this as time goes on at our age. 
After reaching tops in our social security having to drop down when we cannot 
help ourselves. 

A 45-year-old woman with 28 years of seniority at Viscose writes 
that— 


my social security will be ruined, for it is the last years that you work that 
count the most. The people that I have asked for jobs tell me I am too old, or 
they will not hire me because I have not had any experience for their work. 

As the Senators know, the fears of these men and women are based 
on fact. Let us assume that a Viscose worker worked steadily, with- 
out enough lost time due to furloughs to keep him or her from earning 
the maximum social security earnings based each year on which old- 
age and survivors insurance tax is collected. With his or her senior- 
ity, the maximum benefit is expected. Using the $4,200 earnings base 
of up to now, that would entitle this worker at age 65 to $116 a month 
in primary benefits, and another half of that for the wife if she didn’t 
work in gainful employment. In some cases, we have both husband 
and wife who worked at Viscose, so there it would be double. 

Now, many of these people have been unable to find any work at all, 
while others have been able to find work only at very low hourly rates. 
Furthermore, they are low-seniority people on their new jobs when 
they get jobs, so may not work steadily. So, we will take several 
hypothetical cases that are likely and see what happens. 

We will take the cases of 45- and 55-year-old workers who have 
earned the maximum social security earnings base up tonow. We will 
see what benefits they may expect, assuming, first, that they are unable 
to find work from now on; second, that they manage to find work at $1 
an hour from now on—and some are working for less than that in 
enterprises not covered under the Federal wage-hour law—and, third, 
that they manage to find work at $1.25 an hour from now on. 
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The person laid off from Viscose at age 45 who finds no more work 
drops from an expected $116-a-month social security retirement benefit 
rate to $74; if he finds a $2,000-a-year job and keeps it to retirement, 
his benefit rate is $97 a month, and if he finds a $2,500 job the social 
security monthly benefit is $100. 

The 55-year-old laid off from Viscose who finds no more work dro 
from $116 a month to $87; if he finds a $1-an-hour, $2,000-a-year job, 
his rate is $102; and if he makes $1.25 an hour, $2,500 a year, the rate 
is $106 a month. 

This assumes that this person has not had any bad years up to now, 
through furloughs, that he would have dropped among the 5 years of 


dropout. It assumes that if the plant hadn’t closed down he would’ 


not have had pay raises in the future entitling him to coverage at 
higher than $4,200 maximum earnings base that has been collected 
this year. We know, of course, that, starting next year, the earnings 
base is to be $4,800, so the higher paid Viscose people lose even more 
than the figures we’ve just given. 

A woman worker choosing to retire at 62 gets three-quarters of the 
amounts given at 65, so the figures above must be adjusted for those of 
our women who are forced into early retirement and who might have 
worked to age 65. 

Associated with this is the problem of eligibility for disability bene- 
fits at or after age 50 under the 1956 and 1958 amendments. In 1958 
part of this problem was cured, as far as the requirement for 11% 
years of covered employment out of the 3 years preceding the dis- 
ability is concerned, but if a worker goes over 5 consecutive years 
without employment after being thrown out of work by the plant 
closing, and then is disabled, he has lost his eligibility for disability 
benefits and must wait until he is 65, or 62 for women. 

Thus, under existing law, an additional hazard faces the Viscose 
worker despite the many years of work. Senators may wish to con- 
sider this problem, as well. 

Let us turn next to the question of what help is going to be avail- 
able to these people if they need it. We hope they will not need to 
apply for welfare agency help, either from public or private sources. 
But, if they should need it, neither the private groups supported by 
the United Fund nor the city of Roanoke, nor any other agency we 
know of, have budgeted specifically with their possible needs in mind. 

The United Fund goals were set before the August 4 announcement 
that the plant would be closed, and the sole effect on United Fund 
thus far has been that perhaps $6,000 collected from Viscose employ- 
ees last year was not collected this year; the company cut its last year’s 
contribution by $3,000, and some other firms hurt by the Viscose shut- 
down, and their employees, may have given less. I might add, 

arenthetically, that the TWUA local union to which these workers 

long voted in membership meeting to send the same $75 contribu- 
tion it sent last year; the union local is part of the community, and 
will remain so until it goes out of existence after completing all its 
duties to its members. 

The city manager, Arthur S. Owens, submitted a budget to the city 
council November 1, that took note of the Viscose shutdown and other 
unemployment by removing the capital items from their accustomed 
place in the operations budget so that as the year develops the council 
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will be more able to meet the needs of Viscose—or, for that matter, 
N. & W. or GE or other laid-off workers—or will be able to undertake 
capital expenditures if these laid-off workers do not need help. But 
no additional funds were recommended for hiring these people or for 
welfare for them. 

Mr. Owens felt that it is impossible at this time to anticipate what 

the impact will be. He did note that one effect the Viscose shutdown 
will have on the city’s welfare caseload and budget will be that as 
Viscose people curtail their buying, stores will not hire as many clerks 
and other help as they otherwise might, and some individuals thus 
deprived of job opportunities might go on relief. 
City Welfare Director Bernice Jones felt the impact will be felt 
in another way—a way already indicated by answers to our question- 
naire in some cases. She noted that some Viscose people have been 
the sole or partial support of elderly or disabled persons who other- 
wise would be receiving part or all of their support from welfare. 
When and if these Viscose people become unable to carry this financial 
Joad, part or all of this might shift to welfare. 

But, except for a very small allocation available for emergency 
use for grocery and fuel orders for a family for a short period of time, 
and for medical care for indigents at clinic, dispensary, and hospitals, 
the city does not aid those under 65 and able to work. 

Some of the Viscose workers do have medical problems, but most of 
them are able to work—even though some employers do not seem to 
think so. Ability to work seemingly is defined one way by prospec- 
tive employers and another way by legislators drafting programs of 
aid to the disabled on a welfare relief basis or on an insurance basis. 

The Roanoke city budget, incidentally, will be injured by the Vis- 
cose shutdown in several ways on the revenue side. The city will 
lose about $98,000 a year revenue from the company—$50,000 in per- 
sonal property equipment tax, $40,000 in manufacturers license tax, 
about $6,000 gross in less water sold to the company by the city, and 
about $2,400 in sewer tax. This is the direct revenue loss. In addi- 
tion, there will be revenue loss from 101 other local firms paying less 
because they have been adversely affected by loss of Viscose business. 
The Viscose Corp. spent $620,000 for supplies and $844,000 for serv- 
ices, mostly freight, in the immediate area, the company has informed 
us in answer to our request in preparation for this hearing. Because 
of the time factor, the data is furnished subject to audit. 

The State of Virginia will lose $144,000 in capital tax revenue from 
Viscose, as well. 

It is difficult to determine how much business will be lost in Roanoke 
because Viscose workers will buy less and because other companies 
are affected by this and their personnel in turn buy less. 

We know that there will be such an effect. Everyone in Roanoke 
believes this. But some businessmen feel now that the effect will 
not be as great as they first thought after the Viscose closedown an- 
nouncement. They feel that way because of the huge trading area 
of which Roanoke is the hub. And they feel that way because they 
realize that Viscose people are not as young as they once were, and 
do not buy as much as they did when they were getting started in life. 

The local chamber and cooperating businessmen are seeking to per- 
suade the corporation to hasten steps to sell its very fine plant site so 
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that some other business or businesses may come into Roanoke. The 
site is declared to be an excellent one, with the river near by and an 
underground source of water independent of the river, with the Vir- 
ginian Railway at hand, and with a new powerplant and electric dis- 
tribution system and a new waste-treatment facility both installed by 
Viscose within the past 4 years. 

The city will survive the loss, although painfully. The question is, 
What will become of the Viscose workers and their dependents? 

I want to say on the two-page questionnaire, one of the questions was 
job training. That was another place we feel that probably a lot can 

done as far as the Federal Government or State government is 
concerned. 

Senator Pastore. We will cooperate with you on this, but it is a 
broad field and we will have to go into it in a little more detail, I am 
afraid, and we cannot do it this morning. 

We have a lot of other witnesses that will have to be heard today, 
I repeat again, if we cannot finish this hearing today, we will have to 
make some other time, which is convenient to ail. 

Mr. Davis. Thank you, gentlemen. We will wind this up and sup- 
ply the additional information, not only on this, but also on the ques- 
tion of why the plant closed down and imports. 

Senator Pastore. William Gordon. 


STATEMENT OF WILLIAM GORDON, DIRECTOR, DYERS DIVISION, 
TEXTILE WORKERS UNION OF AMERICA, AFL-CIO, ACCOMPANIED 
BY JOSEPH MIRAGLIA, MANAGER, LOCAL 1709, NEW YORK; 
CHARLES LAZZIO, PRESIDENT, LOCAL 1733, PATERSON, N. J.; 
AND DICK DOMINICK, PRESIDENT, LOCAL 1932, PASSAIC, N. J. 


Mr. Gorpon. My name is William Gordon. I am the director of 
the Dyers and Plastics division of the Textile Workers Union of 
America, AFL-CIO. I am also vice president and a member of the 
executive council. 

I have a written statement which I intend to summarize this morn- 
ing. I also have with me three of the local leaders who represent the 
largest locals in the dyeing and finishing and printing industry in the 
Mid-Atlantic States. They are joining with me in the presentation of 
this material. 

On my right here is Joseph Miraglia, manager of local 1709 in New 
York; Charles Lazzio, president of local 1733 of Paterson, N. J., and 
Dick Dominick, president of local 1932 in Passaic, N. J. 

This brief, which I have presented, will attempt to make four 
principal points: 

One, that we in the dyeing, finishing, and printing industry have 
suffered in the same recession that has hurt the textile industry 
generally. 

Secondly, we are going to show the harmful impact of the imports 
and present a case to you in point. I know that the committee this 
morning has been asking in each instance, How have the imports been 
hurting you and what have you done about it? We have a very 

aphic story to tell regarding how the imports have hurt us, what we 

ave done about it, and what relief we have received from Government 
in that respect. 
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Third, we want to stress the importance of the enforcement of the 
present Federal Trade Commission regulations which prohibit the 
viscious practice, I may say, of selling below cost. 

Finally, the most important thing, the subject matter of quality 
control, which we will spend a great deal of time lahorstag: 

Now briefly, for the benefit of the committee, we would like to tell 
you something about our industry, that is, dyeing, finishing, and 
printing. It is an integral part of the textile industry and one which 
makes a piece of cloth an item to be worn and used in this country. 

You have the material that is woven. If it is not properly dyed, 
finished, and printed, you will not have the dresses and the clothes 
that you wear in the condition that a want. This industry, briefly, 
as this report states, is composed of about 80,000 people, working in 
all segments of the United States, with about 45 percent concentrated 
in the Southern-Eastern States; some 30 percent in the Middle At- 
lantic region—New York, New Jersey, and Pennsylvania, and ap- 
proximately 20 percent in the New England States. 

The employers have presented data on the particular setup in the 
finishing end of the textile aaa In general we agree with the 
statements in this respect. We would emphasize for the benefit of the 
subcommittee the basic fact that dyers, printers, and finishers per- 
form a service function. We take the so-called greige goods and treat 
it in various ways, either for the manufacture of garments or for a 
wide variety of household or industrial uses. 

Certain large-scale textile merchants may for various reasons op- 
erate their own dyeing units and perform the other types of finishin 
functions in plants which they own and manage. However, it shoul 
be understood where this is the case, the dyeing, finishing and printing 
process is carried on in buildings or plants separate and apart from 
those in which the basic spinning and weaving process is performed. 
These processing plants are not usually establishment employing large 
numbers of workers. 

It is generally true that the dyers, finishers, and printers in the 
Middle Atlantic States and to some extent the processors of New 
England are confined to plants employing anywhere from 50 to 150 
employees. However, large or small, all of these plants compete for 
the finishing of textile fabrics. The particular fabrics, processed by 
any one plant will be determined by a number of factors, such as, 
equipment, efficiency, fashion and price. The practice in the past has 
been for the plants in the Middle-Atlantic States to specialize in syn- 
thetic fabrics for the dress, underwear and men’s wear trade. The 
plants in the New England area have not only concentrated on the 
same fabrics but have also specialized in high-grade cottons. While 
areas may concentrate on the processing of particular types of work, 
all areas are equipped to handle the processing of all fabrics. 


What is happening in the dyeing, printing, and finishing industry 
can be readily seen Foch the tables attached herewith. Employment 
in the plants engaged in these operations has declined by 16.4 per- 
cent between February 1951 and August 1958. There were 101,800 
employees in this group of plants in February 1951 and 85,100 this 
past a In numbers the loss of jobs is at least 16,700 in this 
period. 
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Table II shows, in terms of linear yards, the amounts of cotton, 
silk, and synthetic woven goods that have been finished in the various 
regions in the United States in each year from 1948 through 1957, 

We are today producing the same amount of yardage we produced 
11 years ago with the population of our country having increased 
some 25 million. While the population a year ago was 150 million 
and has now risen to approximately 175 million, we find that the 
amount of goods dyed and finished and printed in this country has 
remained relatively constant. The figures show that the total amount 
produced in 1948 was 8,840 million and right now, in 1957, the latest 
available statistics, there was only 9,776 million. 

Senator Pastore. Well, isn’t that for the same reason, Mr. Gordon, 
that the whole textile industry has remained constant over the years! 

Mr. Gorpon. I would say part of our problems are synonymous 
with what has happened in textiles in other respects. 

Senator Pasrorr. I want the record to show there is nothing pe- 
er Dyeing and finishing follows the textile industry, breast to 

reast. 

Mr. Gorpon. To a very large extent it does, except to some of the 
points I am going to point up here specifically. We are not going 
to take the time of this committee to tell you that we are getting hurt 
just. like everybody else is. Weare. The record stands clear on that 
subject. We are going to take some time of yours this morning to 
explain 2 or 3 peculiar problems to this industry. 

enator Pasrorg. Fine. 

Mr. Gorpon. The third table we offer, herewith, is a list of dyeing, 
finishing, and printing plants that have gone out of business between 
January 1955 and June 1958. The names and locations of the plants 
are given, the date of closing and the number of employees that lost 
their jobs. It will be noted that this list takes in 148 plants—all of 
them now out of business—and the total number of jobs lost is 10,184. 

One figure which reveals the drastic reduction in the number of 
persons employed in our dye, printing, and finishing shops relates to 
the number of workers covered by the pension agreement which the 
union has been able to set up under the contractual agreements with 
our employers. In 1948 over 15,000 were covered by such contracts 
in the Middle Atlantic States, New York, New Jersey, and Pennsyl- 
vania. Our record shows that an average of 8,500 are covered by the 
same agreement during 1958. 

More plants have gone out of business in the Middle Atlantic region 
than in other sections of the country. However, the other areas have 
also suffered severely as can be seen from the exhibits. 

For many years such places as Lodi and Newton, N. J., were well 
known and seemingly well established centers of dyeing and finish- 
ing industry. Today there are no places of this character left in 
either of these two places. The same is true of Shamokin, Pa., in 
the anthracite region of Pennsylvania. A city like Shamokin, which 
had already been hard hit by the depression in the hard coal industry, 
needed even more than most places, the employment which the tex- 
tile industry afforded. 

One related and fundamental fact about the reduction in employ- 
ment in the dyeing, finishing, and printing plants must be understood. 
Although many fewer workers are engaged in this section of the 
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industry—the total number of yards of goods nt processed in these 
shops has increased slightly in the past 10 years. In other words, the 
prerace dyeing and finishing worker is doing a great deal more per 
hour than was the case in 1948. 

This continued recession in the dyeing, finishing, and printing in- 
dustry over such an extended period is a clear indication that the 
industry is in dire straits and in need of help. The industry has 
tried to help itself. However, in spite of all its efforts it still finds 
itself in difficulty. It is only through a program of action with 
teeth, provided by some Government agency, that the industry can 
be helped. The steps outlined in this presentation will, in my opin- 
ion, be helpful to rejuvenation of the dyeing, finishing, and printing 
industry. 





TARIFF POLICY 


The importation of textiles into this country, due to inadequate 
tariff protection, is a basic cause of weakness and demoralization in 
this part of the industry. But it is not by any means the only cause 
of the industry’s ills. There are other equally serious and urgent 
problems which the industry must deal with effectively and which 
also require a measure of governmental intervention. 

Let me now discuss in some detail how some 88 screenmaking and 
screen-printing plants formerly operating in the New York metro- 
politan area were completely liquidated as a result of the failure of 
the President to limit the importation of silk scarves from Japan. 

We were fortunate to be producing the woman’s silk scarf. There 
wasn’t a woman in the country who didn’t pride herself in wearing 
a silk scarf at one time, and we had a very thriving industry in 
America of approximately 4,000 workers working in silk scarves in 
the dyeing, finishing, and printing plants. They were mostly screen- 
printed scarves and a woman prided herself when she wore a silk 
screen-printed scarf. It was a mark of distinction. Sometimes she 
wore it around her neck and other times she wore it over her head, 
as the fashion would dictate. Everything was going fine until the 
year 1952 when we found ourselves losing one-third of the searf 

usiness. 

The scarves were beginning to be imported from Japan, fully dyed, 
finished and printed, and, yes, done up, even depriving the workers 
in Puerto Rico the opportunity of finishing these scarves. 

So we complained. We were told that there is a method of com- 
plaining about these problems and when a particular problem will 
hurt the industry to such an extent that it will cause severe damage, 
they will help us. So we complained to the President, and we com- 
plained to the Tariff Commission in 1952. The Tariff Commission 
held hearings in 1953, and we presented a great deal of evidence show- 
ing the tremendous damage that was done. 

ao of this showed that where we had 4,000 members in the screen- 
printing industry, we were down to as low as 600. 

The proportion of the domestic market for screen-printed silk 
scarves accounted for by United States production fell from over 90 
percent prior to 1950 to less than half in 1950 and to one-third in 
1951. - 
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The domestic price for printing goods used for silk scarves had been 
depressed from 2714 to 321% cents a yard in 1947-49 to as low as 10 
cents a yard as a result of the influx of cheap Japanese goods. 

The great influx of cheap screen-printed silk scarves caused a shift 
away from this mode of attire in the quality market served by United 
States producers. 

The Pari Commission submitted a unanimous report to the Presi- 
dent on April 13, 1953, which found that— 


as a result in part of * * * the (tariff) concessions * * * screen-printed scarves 
(silk) * * * are being imported into the United States in such increased quan- 


tities, both actual and relative, as to cause serious injury to the domestic in- | 


dustry producing like or directly competitive products and as to threaten con- 
tinuance of such injury. 

The Commission therefore recommended the restoration of the 65 
percent ad valorem duty. 

The Tariff Commission noted the following among the facts justi- 
fying its recommendation : ' 

(1) United States sales of domestically produced screen-printed 
silk scarves had fallen from $25 million in 1947 to $15 million in 1950, 
to $9 million in 1951 and to about $3 million in 1952. The domestic 
share of the market had dropped to about one-seventh in 1952. 

(2) The number of firms manufacturing screen-printed silk scarves 
decreased from 108 to 49 as a result of rise in imports. 

(3) The average foreign value of Japanese silk scarf exports to 
the United States fell from $5.30 per dozen in March 1951 to $3.70 in 
March 1952, with devastating effects on the American market. 

The President wrote to the Tariff Commission on June 10, 1953, 
requesting— 

a further careful examination of this case in the light of the more recent and 
current facts and conditions in the industry. 

I don’t know what the President meant. Did he want us to become 
completely prostrated? Did he want us to become completely ob- 
literated, as we were, that he wanted more facts? Well, we did 
give it. 

The Tariff Commission then submitted a supplementary report to 
jl President in August 1954, in which the ites points were 
made: 

(1) The market position of the domestic producers of scarves had 
deteriorated further in 1953. While imports had decreased, the de- 
cline was not as great as the drop in domestic production. 

(2) The number of screen-making, screen-printing and steaming- 
washin “pve liquidated in 1952 was 13 and in 1953, 26. These 
plants had employed 313 workers. In addition, 24 machine-hemming 
plants had been closed or forced out of the scarf business. 

(3) Data from a ee of 31 companies selling silk scarves in the 
United States showed that domestically produced scarves accounted 


aes than 30 percent of their sales in 1953 compared to 34 percent 
in 1952. 

(4) The number of workers engaged in scarf manufacture in a 
sample of 20 firms was reduced from 645 in 1949 to 67 in 1953, a 
reduction of 90 percent. 

(5) While imports of silk wearing apparel not specially provided 
for in the tariff regulations (of which screen-printed silk scarves 
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comprised the bulk) fell from $9.3 million in 1952 to $7.7 million in 
1953, such imports were still $1 million higher than in the previous 
peak year (1951). 

All of the additional evidence submitted by the Commission sup- 

rted its recommendation for an increase in duty. Yet the Presi- 

ent refused to raise the tariff. On December 23, 1954, he rejected 
the Commission’s recommendations, suggesting that— 

With little adaptations, these operations can be used to produce articles other 
than scarves. 

Here is the net result. After 2 years of hard work, we now found 
we have to turn:to other work. We tried. The screen-printing in- 
dustry is today a thing of the past. It only does certain types of work 
other than the scarf industry. This is our case of domestic scarves 
and the treatment we have received at the hand, I wouldn’t say of the 
Tariff Commission because they treated us very well, but at the hands 
of the President of the United States. 

Now, this is just one sample case. Of course, the 4,000 workers in 
the screen-printing industry don’t count too much. After all, we 
have over 1 million textile workers and they are only a sample case. 
But yet you found the cotton blouse not long ago, where it was virtu- 
ally impossible to produce a cotton blouse in this country with the 
Japanese importing the $1 popular blouse. It wasn’t until the volun- 
tary quotas were made that we have had some measure of relief on this 
score. 

Senator THurMonp. What you mean is categories? 

Mr. Gorvon. The finished product determines the type of goods 
that goes in. In a blouse, you will always find either cotton or you 
may find some synthetic ee 

aaner Tuurmonp. And the statements you made a few moments 
ago about the Tariff Commission giving you relief and being over- 
ruled by the President, hasn’t that occurred time and time again, or 
are you familiar with it? 

r.Gorpon. I am not personally familiar. 

Senator THurmMonp. Well, I am, and it has. 

Mr. Gorpon. I am just giving you a case where it happened to us. 
It can happen to you, every one of you sitting here, where in a par- 
ticular type of fabric we were almost decimated and we lost it. 

It is possible that when the competition is concentrated on any par- 
ticular fabric, the workers who are engaged in the manufacture of 
this fabric will become extinct. Let me put it this way. You might 
measure the total yardage being imported into this country but it will 
not help those workers who are engaged in either a particular type of 
fabric, velveteen or whatever it is, where there is a concentration of 
fabric imperts in that particular category. 

Speaking for the dyeing, finishing, and printing section of the Tex- 
tile Workers Union of America, I most emphatically endorse and 
support the general recommendation of our international president 
on the need for tariff protection for textiles. We support the position 
of quotas by category of fabrics. In addition, we recommend and 
urge that special attention be given to the peculiar dangers from im- 
ports which affect the dyeing, finishing, and printing section of the 
industry. 
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There are some companies here in the United States that are sell- 
ing material imported from Japan and dyed here and there is no 
label on the material to show that it is imported from Japan. 

Senator TuHurmonp. This gentleman has been nodding his head, 
Can you give us something more than that? Is this based upon a 
suspicion or can you document this? 

Mr. Gorvon. I don’t think it is wise at this hearing to give names 
but if there is a sufficient interest, we know the names. We know the 
names of the dye houses that have processed this type of material. 
I have seen it, I am sorry to state, and one of them is in the good 
South. It is happening in the North, as well. It:is not a practice 
that is confined to any particular area. 

However, we won’t give that as I don’t think it is wise, but we do 
know that practice is taking place and I have seen that practice my- 
self. In fact, workers came to me and said, “This is the type of 
material that we are dyeing. It said, ‘Made in Japan,’ but when 
that cloth hits the market, you will never see that ‘Woven in Japan’ 
label.” 

Let me put it this way. I’m not making this as a particular com- 
plaint. Iam just making that by way of Se 

Now, we have another vicious practice in this industry that has 
hurt the industry and is hurting the public as well, and that is selling 
below cost. 

Competition in this section of the industry, which is made up 
mainly of smaller plants, has for some years now become so severe 
as to be literally cutthroat in character. The employers by their 
frantic drive to stay alive are actually putting themselves out of 
business. This condition is now so serious as to require immediate 
and vigorous governmental remedial action. 

It has become imperative that the existing Federal Trade Com- 
mission regulation against selling below cost shall be effectively and 

uickly invoked to prevent further dangerous and widespread ruina- 
tion among dyers, printers, and finishing shops. The loss of assets 
in the industry has become so prevalent and so critical that when these 
smaller firms go out of business, they leave economic havoc in their 
wake. Workers are stranded without wages due. Default on other 
contractual obligations, such as accrued vacation, holiday pay, and 
insurance is almost a general rule. This situation has become so 
frequent that the union has been obliged to require the employer to 
post bonds to insure that wages will be paid regularly and defaults 
shall not occur. The union has also required specific guaranties to 
insure that vacation pay, and so forth, will not disappear when plants 
close their doors. The employers must either set aside necessary cash 
reserves to meet such obligations or purchase bonds or take other steps 
calculated to enable employees to collect what is properly coming to 
them in case of liquidation, shutdown or bankruptcy. 

The cutthroat selling practices are not only harmful to the indivi- 
dual employer, but also to the industry. When an individual concern 
sells below cost, it places an unfair burden on its competitors. In 
order for the competitor to compete in a depressed market he in turn 
may be required to sell below cost. Thus the vicious practice grows 
by feeding on itself. In turn it brings disaster not only to those who 
practice same but to others who are innocent victims. 
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We most earnestly and emphatically recommend that the members 
of the subcommittee insist that the Federal Trade Commission get 
into this situation at once and take whatever steps are necessary to 
see to it that its regulations against selling below cost are enforced. 
If the Federal Trade Commission requires additional funds for in- 
spection and legal action, the Congress should supply the necessary 
moneys as promptly as possible. From our knowledge of current con- 
ditions, we can say with reasonable certainty that the facts as to sell- 
ing below cost in the dyeing, printing, and finishing textile plants are 
fairly readily available and present no very great technical or legal 
complications. 

This is a job which the Government could do fairly quickly and 
without any long study whenever it makes up its mind to undertake 
the task. We can predict that the bulk of the industry would co- 
operate with the Government in such a move onee it became apparent 
that a sufficient effort was being made to get the needed job done. 


QUALITY CONTROLS 


The Textile Workers Union of America has come to the conclusion 
that it can no longer sit idly by while neglect of this issue is rapidly 
bringing about the possibility of further chaos in our industry. The 
public is becoming more and more confused by the frequently exag- 
gerated—indeed, sometimes quite wild claims by textile concerns as to 
advantage of this or that type of fabric finish. 

I refer here to finishes on natural-fiber fabrics as well as the syn- 
thetic goods. While it is true that technology in this field is advanc- 
ing rapidly—that the chemistry of fabric treatment is going forward 
at an accelerating pace—and while we fully recognize the ultimate 
advantages to the industry as a whole in developing the finest and 
most utilitarian types of finish, we are immediately confronted with 
a dangerous and confused situation. The housewife who cannot be 
sure what particular process is best tends to postpone buying as long 
as possible until she can get an authoritative judgment from some 
source or until practical experience gives her a better guide than she 
now has. 

Let me show you an example. A woman goes into a store, buys a 
little baby suit, nylon. It looks beautiful. She takes it home. Nobody 
could tell that this color was going to run. She takes it home, she 
puts it in the washing machine and she finds herself with a little piece 
of cloth like this [indicating]. 

Now tell me, how can a consumer protect herself against this type of 
device? She cannot. It was made of all nylon, it is true. But, she 
did not know this was going to run. This garment is wasted at the 
present time all because of improper dye. Some dyer tried to save 
a few dollars by not properly running it over the jigs or dye vats in 
the amount of time that should have been run. That is all that is 
wrong with this particular garment. He tried to save and economize. 

Now, you may say, Wait a minute. Doesn’t the consumer have a 
right to go back to his store and get an adjustment? Well, if it was 
people with the income of ours, we probably would buy at Best & 
Co. or Macy’s and we would have no trouble and go beck to Best or 
Macy’s. But, take the average worker who is looking to buy at a 
bargain and maybe he has bought it somewhere where he can’t go 
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back or maybe the damage is discovered at a point when it becomes al. 
most impossible for him to be made whole his damage. 

I think that we owe a duty and a responsibility to that consumer, 
While it may be true that we cannot go too far—we have gone as far 
as labeling—why can’t we try to set up some standards for the dyer 
and finisher. If we could set up some reasonable standards for the 
dyer and finisher and printer without too much regulation on the 
part of Government, we could compel him to produce a reasonable 
grade of merchandise and cut down the possibility of the improper 
dye finish and print. 

I have here some more examples. Let me just show you this. This 
[indicating] is not as easy to detect. This is a nice nylon baby gar- 
ment. It looks fine. Everybody would say this is a perfectly dyed 
piece of material. Now, just take it and match the color and you 
will see that you are-wearing 2 shades of green, 1 a dark green and 
1 a light green, again improper dyeing and finishing. 

This [indicating] is the same. Let me give you another example. 
I would hate to be the person who bought this. Have you ever bought 
anything and all of a sudden you either had some perspiration or 
get wet and you are just as blue as this. Now, who would ever tell 
this thing would run? If you test it, you will see how it runs and 
you will find out if you ever put on a piece of this material how blue 
you will look. 

Now, we have another sample here of goods that are improperly 
dyed and finished. What are we proposing in our suggestion? [ 
do want to show you this one, these pants here. Imagine buying a 
pair of pants and after you bought it it started to fade. This isa 
piece of cloth dyed in some of our mills and it has gas fading. When 
exposed to gas or atmosphere, there is evidence of fading. You can 
see it right here [indicating] in the belt and it will further deteriorate 
as time goes on and as it is exposed to the atmosphere. 

Now, what are we proposing be done about that. We do know that 
there are some voluntary standards in this country for dyeing, finish- 
ing and printing known as L-22, but they are voluntary. Who is 
going to spend the extra time when no one demands it. 

Who is using L-22¢ Viscose is. Let me make a little statement 
about the American Viscose Co., talking in terms of performance and 
labeling. I want to turn over a little booklet put out where they 
stress that the performance of a piece of material is of equal im- 
portance or of greater importance than whether it is made of either 
one type of fabric or another. How it will stand up under washing, 
under drycleaning, under light wash or just a rinse is important for 
the consumer to know. Now, if we go in terms of labeling, I think 
we might be going too far, but I think we could attack it at the source. 

We could compel the dyer and finisher and printer to conform 
to certain standards and in that way—yes, Senator. 

Senator Tuurmonp. Speaking of labeling, there is a labeling act 
which was passed in the last session of Congress. I am just won- 
dering if you have had occasion to consider that act and whether or 
not you feel it is going to be beneficial to the public. Does it ac- 
complish the purpose that Congress had in mind? A great many 
people feel it does not. 

That is what Senator Pastore was talking about when he said that 
what people are looking for is the feel and comfortableness of the 
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rment and whether it is fast color and things of that kind, rather 

an knowing just whether it is cotton or wool. I just wonder if you 
care to express yourself any on that. We are off this subject, but we 
are interested in the whole textile field and this is a phase of it. 

Mr. Gorpon. As I explained it, this is known as performance stand- 
ards. Testifying here, I am firmly convinced that unless we have 
performance standards, labeling itself will not do the whole trick or 
the whole job. It will do one-quarter to one-half. In other words, 
telling you what a particular fabric is made of and its fiber content 
is very important because you should not be deceived into ae 
you are buying wool for cotton, but of greater import is how wi 
that fabric stand up when you dryclean it, if it is supposed to be dry- 
cleaned, and how will it stand up if it is supposed to be washed or 
laundered. And, if it doesn’t stand up, you have bought a pig in a 

ke. 

Let me put it as strongly as I can. You have bought something 
you didn’t intend to buy even though it might have been all wool or 
all nylon. 

Senator Pastore. Do the dyers and finishers—I understood they 
have a code, code L-22-— 

Mr. Gorvon. It is not the code of the dyers and finishers, it is the 
code of the American Standards Association, which is a voluntary 


e. 

Senator Pastore. Do the dyers and finishers have an organization 
of their own ? 

Mr. Gorpon. They have. I understand that the dyers and finishers 
testified here on Wednesday. 

Senator Pastore. The lawyers have a grievance committee, why 
can’t you have a grievance committee within the profession itself? 
Now, the thing that is bothering me, I think you are making a very 
good point on behalf of the consumer. The consumer has to be 

rotected. If you are going to start setting up standards on a national 
level for every industry, I am wondering a little bit about enforcement 
of the law. I tell you that the public howd be given this protection. 
I am wondering if the industry itself hadn’t ought to be concerned 
enough to set up some kind of machinery or procedures by which they 
could police one another to make certain the public is being protected. 

Mr. Gorpon. Senator, the best proof of the pudding is the eating. 
They have had all this opportunity to set up voluntary standards of 
their own and I want to tell you that 95 percent of the industry does 
not have voluntary standards, in spite of all their associations and in 
spite of all their etforts to do something about it. 

I say unless we give them an assist, and not in too great a manner 
because I am not proposing to this committee or to this subcommittee 
that we set up tags setting forth standards, but I say we should pos- 
sibly set up some fair standards for the dyers to operate under, which 
will give the consumer a great deal more protection than he is enjoying 
today with a minimum of intervention. I know how you feel about 
the matter of Government intervention. 

Senator Pastorr. The standards Government has backed up have 
been standards having to do with health and safety, and whether or 
not a piece of goods is flammable, for example, so as not to injure 
a person’s body ; or whether or not a particular drug was injurious to 
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the person’s health. Whether or not a person ends up with a little 
different tone or shade on a garment, or whether or not that falls 
within the realm of the police powers of a nation, I don’t know. You 
are getting into a big field. It is provocative. It is provocative to 
the extreme—I mean the argument you are raising here. I am won- 
dering if there ought not be some attempt on the part of the industry 
itself for its own protection to prove to the public that it is interested 
in this thing that you raise. 

Mr. Gorpon. American Viscose for years has been trying to intro- 
duce these performance standards. They are, with perhaps 4 or 5 
others, the only dyers today that are using them. I have questioned 
the industry—why don’t you adopt some reasonable standards? 

Senator Pastor. Now, is this prevalent? Does this happen very 
often ? 

Mr. Gorpvon. Very often. I asked the industry, why don’t you 
adopt some standard to help protect the American consumer? They 
say, “Look, we are interested in operating for a profit. As long as 
people will buy our material at lower prices, hy do we have to 
worry ¢” 

Senator Pastore. I know, but the fact of the matter is, how often 
are people going to be buying and be fooled unless you get a new 
customer each time ¢ 

Mr. Gorpon. Senator, I would say that you are not fully aware of 
the facts of life. They say a sucker is born each minute. You can 
go into one store, buy one thing and the salesman will say, “This will 
never happen again.” 

Senator Pastore. Let me tell you what I used to do. I said it last 
night when you raised the argument informally. When I was prose- 
cutor I used to bring them in under the common-cheat law and I will 
tell you this, if every law-enforcing agent in this United States of 
America, be it in the State of New York or be it in the State of Rhode 
Island, would enforce the common-cheat law regarding some of these 
abuses, that would put a stop to it. 

You would put a stop to it in 24 hours, I will guarantee you. You 
bring in some of these people peddling this stuff to the public as being 
colorfast and unshrinkable and then look at some of these monstrosi- 
ties you have brought in here after you try to wash them once, and I 
am telling you you would have half of the people in jail and that would 
stop it. 

Mr. Gorpon. It is going on right now in this country and I have 
seen no one going to jail for it yet. 

Senator Pastorr. I have seen people go to jail for being common 
cheats. You go out and peddle some stock that has no value and 
you will land in jail. This is the same thing. 

Do you want to find out how severe it is? Let’s go to the Laundry 
Institute and find out what is happening today and the degree of com- 
plaints they are receiving. 

This may be a sounding board, but I think every prosecuting law- 
yer in this Nation ought to be listening to what we are saying right 
now. If this is as prevalent as you say this is—cheating the public— 
when you cheat the public, you have a medium, under the criminal 
laws of this country, to enforce it on the local level and stop it within 
24 hours. 
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Mr. Gorvon. All right; may I just complete it? I think we have 
developed how it can be best protected. The only way that quality 
standards can be achieved is through regulation by a Government 
body. The formulation of these quality standards could be worked 
out by industry committees composed of representatives of the 
dyers, the converters, and the consuming public. These standards, 
once determined, must be given the force of law and enforced by an 
appropriate Government agency. The decision as to what Govern- 
ment agency assumes this function should be left with the Senate sub- 
committee for its recommendation. 

I am proposing this in all earnestness and seriousness for the pro- 
tecting of the consuming public, first, and, secondly, I think it would 
help the industry. Let me be a little selfish here too, to the extent 
when a man has to conform to certain standards, the competition 
would become a little more American and would become a little more 
fairer. 

Senator Pastore. You are raising a good point, Mr. Gordon, but 
the thing that is bothering me with your presentation on this particu- 
lar point—which you feel rather forcibly, and I compliment you for 
it—I am afraid if we get off on a tangent here of consumer protection, 
which, of course, is important and falls within the jurisdiction of our 
committee, but if you throw it in with this general resolution, you 
will have a fine floor debate. I think we want a little more than a 
floor debate. We want a little relief for the textile industry, and if 
we get into too many tangents, although I know you feel it strongly, 
but what we want to know here is the decline of the textile industry. 
Now, maybe this is a reason for the decline. 

Mr. Gorpon. Senator, I showed the decline in the table. I said I 
wouldn’t stress it, but I think, if enacted, this would not only help our 
industry, but it will help the consuming public. 

Senator Pastore. I tell you, very frankly, I am very happy you 
called it to our attention. What you ought to do on this is to get 
this considered as a separate, individual item. This is consumer pro- 
tection. This is very, very important. This not only has to do with 
dyeing and finishing; it has to do with a lot of other things, flam- 
mability, shrinking, and so forth. 

Mr. ‘lay As I told you, Senator, this is my opinion. I don’t 
know what the industry’s position would be if this were enacted, but 
I think it would not only help the consuming public, but it would help 
stabilize the chaotic conditions that prevail in the dyeing and finish- 
ing and printing industry where one competes with another by de- 
teriorating quality, and that seems to be the standard procedure today. 

Let me just quote from the Daily News Record. 

Senator Pasrore. But the point I mean to make, Mr. Gordon, the 
effectiveness of the presentation you are making is consumer protec- 
tion. This thing, to be accomplished effectively, must be accomplished 
on the philosophy of protecting the consumer rather than it would be 
better for the finishing industry. The point I am making to you is 
that the very efficacy of the argument you are making today is that 
it is for the protection of the consumer. 

Mr. Gorvon. And the dyeing and finishing industry. They need 
to be protected against themselves. 

Senator Pastore. As soon as you try to, they will have tough 
sledding. All right, sir. 
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Mr. Gorvon. Now, we have here, as recently as October 27—and I 
think it is well worth while noting for the record—this clipping from 
the Daily News Record. It says: 

As an example, one firm official emphasized Arnel cotton checks to be dyed 
and finished properly should be processed on boxes. However, in order to get 
the work done at low prices, customers are requesting that it be done on jigs, 
and not too carefully, at that, the official noted. 

In verifying the Arnel cotton check story, another executive said, “We can 
get considerable yardage if we will compromise our quality of work, but this 
we will not do. We feel that to tear down years of reputation for quality 
work through the simple expediency of accepting a price that will necessitate 
such a compromise would be suicide.” 

The majority of officials interviewed stated that they feel that the current 
season is about lost; what has come has come late and cannot equal the volume 
of a year ago. 

Now, here is one good fellow refusing to do that. For every good 
fellow there are other dyers who will accept and produce an inferior 

roduct. Whether it has these glaring deficiencies that are shown 
1ere or some other latent deficiencies which will show up later, I don’t 
know, but, certainly, there is a good example of how the consumer 
would be hurt by the improper finishing. I think it is very im- 
portant. 

Senator Pastore. Oh, you have tremendous precedent for it. We 
have even done it with automobiles. When you buy an automobile, 
we passed a law not too long ago requiring that they have to list 
everything that goes to make up the overall price, and that is to pro- 
tect the consumer. You have a good argument. The only thing I am 

uestioning here is whether or not we can properly develop it under 
the purview of this resolution or whether it ought to be something 
that ought to come up separately. 

Mr. Gorvon. Senator, I am not an expert on that matter. I came 
here to tell you our general problems and to tell you our specific prob- 
lems. I think I am making clear the specific problem. In the state- 
ment that I have, you will find any number of expert testimony taken 
from the time the testimony was presented on the Labeling Act, where 
experts testified that the full job could not be done unless some sort 
of quality standards were set for the dyeing and finishing and print- 
ing industry so people will know the performance of the fabric as well 
as the labeling, as such. 

I have now about concluded. Let me just sum up. The dyeing, 
finishing, and printing industry is an important segment of the tex- 
tile industry. This division has suffered considerably in the general 
recession that affected the textile industry. While in many respects 
it faces the same problems as the textile industry, on the other hand, 
it is confronted with many problems peculiar to itself. We endorse 
the entire program as presented by our general president to the sub- 
committee at its initial hearing in Washington, July 1958. We spe- 
cifically request help in the areas of tariff—enforcement of the pres- 
ent regulations prohibiting selling below cost and, most important, 
the enactment of quality control standards supervised by a govern- 
mental agency. 

I want to thank the committee for the opportunity you have af- 
forded me in presenting this material. 

Senator Pastore. Thank you very much. Your entire statement 
and exhibits will be placed in the record in full. 
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Senator THurmonp. Thank you. Let me say, Mr. Gordon, it was 
a fine presentation. 
(The statement is as follows :) 


STATEMENT BY WILLIAM GorDON, Drrector, DyreRs DIVISION, TEXTILE WORKERS 
UNIoN oF AMERICA, AFL-CIO 


Testimony dealing especially with the situation in the dyeing, finishing, and 
printing section of the textile industry, with special emphasis on the matter of 
quality control 


My name is William Gordon. My address is 99 University Place, New York 
N. Y 


In addition to my duties as director of the dyers and plastics division of our 
union, I am a vice president and a member of the executive council of the Textile 
Workers Union of America, AFL-CIO. 

In this testimony I will attempt to make four principal points, which I will 
summarize as follows: 

1. The severe recession in the dyeing, finishing, and printing industry. 
The specific remedies for this branch of the industry in addition to general 
remedies proposed by the Textile Workers Union of America. 

2. The harmful impact of the present United States tariff policy on the 
dyeing and printing industry. The damage to our industry is best illus- 
trated by the Scarf case, which will be presented in addition. We propose 
as a remedy quotas for specific types of fabrics. 

3. The need for enforcement of the present Federal Trade Commission 
regulations which prohibit selling below cost. 

4. Urgent need for quality control in the dyeing, finishing, and printing 
industry. 

INDUSTRY 


There are some 80,000 employees engaged in the dyeing, finishing, and printing 
division of the textile industry. Approximately 70,000 of these are workers who 
would be eligible for membership in a labor union—the others are managerial, 
technical, or clerical employees. 

Over 95 percent of the processing of textiles is performed in three principal 
regions of the United States. About 45 percent is dyed, bleached, and printed 
in the Southern-Eastern States; some 30 percent in the Middle Atlantic region— 
New York, New Jersey and Pennsylvania—and approximately 20 percent in the 
New England States. 

The employers have presented data on the particular setup in the finishing end 
of the textile industry. In general we agree with the statements in this re- 
spect. We would emphasize for the benefit of the subcommittee the basic fact 
that dyers, printers, and finishers perform a service function. We take the 
so-called greige goods and treat it in various ways, either for the manufacture 
of garments or for a wide variety of household or industrial uses. 

Certain large-scale textile merchants may for various reasons operate their 
own dyeing units and perform the other types of finishing functions in plants 
which they own and manage. However, it should be understood where this is 
the case, the dyeing, finishing, and printing process is carried on in buildings or 
plants separate and apart from those in which the basic spinning and weaving 
process is performed. These processing plants are not usually establishments 
employing large numbers of workers. 

It is generally true that the dyers, finishers, and printers in the Middle At- 
lantic States and to some extent the processors of New England are confined to 
plants employing anywhere from 50 to 150 employees. However, large or small, 
all of these plants compete for the finishing of textile fabrics. The particular 
fabrics processed by any one plant will be determined by a number of factors, 
such as, equipment, efficiency, fashion, and price. The practice in the past has 
been for the plants in the Middle Atlantic States to specialize in synthetic 
fabrics for the dress, underwear, and mens wear trade. The plants in the New 
England area have not only concentrated on the same fabrics but have also 
specialized in high-grade cottons. The South has produced the bulk of the 
popular-priced cottons. While areas may concentrate on the processing of par- 
— types of work, all areas are equipped to handle the processing of all 

brics. 
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RECESSION IN INDUSTRY 


What is happening in the dyeing, printing, and finishing industry can be 
readily seen from the tables attached herewith. Employment in the plants 
engaged in these operations has declined by 16.4 percent between February 1951 
and August 1958. There were 101,800 employees in this group of plants in 
February 1951 and 85,100 this past August. In numbers the loss of jobs is at 
least 16,700 in this period. 

Another table shows, in terms of linear yards, the amounts of cotton, silk, and 
synthetic woven goods that have been finished in the various regions in the 
United States in each year from 1948 through 1957. 

The third table we offer, herewith, is a list of dyeing, finishing, and printing 
plants that have gone out of business between January 1955 and June 1958, 
The names and locations of the plants are given, the date of closing and the 
number of employees that lost their jobs. It will be noted that this list takes in 
148 plants—all of them now out of business—and the total number of jobs lost 
is 10,184. 

One figure which reveals the drastic reduction in the number of persons em- 
ployed in our dye, printing, and finishing shops relates to the number of workers 
covered by the pension agreement which the union has been able to set up under 
the contractual agreements with our employers. In 1948, over 15,000 were 
covered by such contracts in the Middle Atlantic States (New York, New Jersey, 
and Pennsylvania). Our records show that an average of 8,500 are covered by 
the same agreement during 1958. 

More plants have gone out of business in the Middle Atlantic region than in 
other sections of the country. However, the other areas have also suffered 
severely as can be seen from the exhibits. 

For many years such places as Lodi and Newton, N. J., were well known—and 
seemingly well established centers of dyeing and finishing industry. Today there 
are no places of this character left in either of these two places. The same is 
true of Shamokin, Pa., in the anthracite region of Pennsylvania. A city like 
Shamokin, which had already been hard hit by the depression in the hard-coal 
industry, needed, even more than most places, the employment which the textile 
industry afforded. 

One related and fundamental fact about the reduction in employment in the 
dyeing, finishing, and printing plants must be understood. Although many 
fewer workers are engaged in this section of the industry—the total number of 
yards of goods being processed in these shops has increased slightly in the past 
10 years. In other words, the average dyeing and finishing worker is doing a 
great deal more per hour than was the case in 1948. 

This continued recession in the dyeing, finishing, and printing industry over 
such an extended period is a clear indication that the industry is in dire straits 
and in need of help. The industry has tried to help itself. However, in spite 
of all its efforts it still finds itself in difficulty. It is only through a program of 
action with teeth, provided by some Government agency, that the industry can 
be helped. The steps outlined in this presentation will, in my opinion, be helpful 
to rejuvenation of the dyeing, finishing, and printing industry. 


TARIFF POLICY 


The importation of textiles into this country, due to inadequate tariff protec- 
tion, is a basic cause of weakness and demoralization in this part of the industry. 
But it is not by any means the only cause of the industry’s ills. There are other 
equally serious and urgent problems which the industry must deal with effectively 
and which also require a measure of governmental intervention. 

Let me now discuss in some detail how some 88 screenmaking and screen- 
printing plants formerly operating in the New York metropolitan area were 
completely liquidated as a result of the failure of the President to limit the 
importation of silk scarves from Japan. 


THE CASE OF THE SCREEN-PRINTED SILK SCARVES 


The Association of Textile Screen Makers, Printers & Processors, Inc., filed 
an application for an escape-clause investigation under section 7 of the Trade 
Agreements Extension Act of 1951 on April 14, 1952. The association’s petition 
claimed that the tariff concession granted under the General Agreement on 
Tariffs and Trade on January 1, 1948, when the duty on items under paragraph 
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1210 of the Tariff Act of 1930 was reduced from 65 percent ad valorem to 35 

recent and the further concession granted at Torquay, effective June 6, 1951, 
when this duty was reduced to 3214, percent, had resulted in an increase in im- 
ports of Japanese screen-printed silk scarves which had caused serious injury to 
the domestic industry. 

The Tariff Commission held hearings on this petition in February 1953. The 
association was joined by the Textile Workers Union of America in presenting 
evidence of the injury suffered by the domestic industry as a result of imports 
of screen-printed silk scarves from Japan. Among the facts adduced were the 
following: 

1. A total of 88 screenmaking and screen-printing plants in the New York 
metropolitan area had been liquidated in the 4 years ended in 1952, largely 
as a result of the decline in domestic screen-printing of silk scarves con- 
comitant with the rise in imports from Japan. 

2. Employment in TWUA plants engaged in screenmaking, screen- 
printing, steaming, and washing in the metropolitan area had suffered a 
disastrous decline. Records of the dyers and printers pension fund indicated 
a drop in the number of workers for whom company pension payments 
had been made, from an average of 1,900 in 1949 and 1950 to 1,020 at the 
end of 1951 and 791 at the end of 1952. It was estimated that total em- 
ployment in the industry had declined from approximately 4,000 to less 
than 1,500. 

8. The proportion of the domestic market for screen-printed silk scarves 
accounted for by United States production fell from over 90 percent prior 
to 1950 to less than half in 1950 and to one-third in 1951. 

4. The domestic price for printing goods used for silk searves had been 
depressed from 27% to 32% cents a yard in 1947-49 to as low as 10 cents 
a yard as a result of the influx of cheap Japanese goods. 

5. The great influx of cheap screen-printed silk scarves caused a shift 
away from this mode of attire in the quality market served by United States 
producers. 

The Tariff Commission submitted a unanimous report to the President on 
April 13, 1953, which found that “as a result in part of * * * the (tariff) 
concessions * * * screen-printed scarves (silk) * * * are being imported into 
the United States in such increased quantities, both actual and relative, as to 
cause serious injury to the domestic industry producing like or directly com- 
petitive products and as to threaten continuance of such injury.’ The Com- 
mission therefore recommended the restoration of the 65 percent ad valorem 
duty. 

The Tariff Commission noted the following among the facts justifying its 
recommendation : 

1. United States sales of domestically produced screen-printed silk scarves 
had fallen from $25 million in 1947 to $15 million in 1950, to $9 million 
in 1951 and to about $3 million in 1952. The domestic share of the market 

had dropped to about one-seventh in 1952. 

2. The number of firms manufacturing screen-printed silk scarves de- 
creased from 108 to 49 as a result of rise in imports. 

3. The average foreign value of Japanese silk scarf exports to the United 
States fell from $5.30 per dozen in March 1951 to $3.70 in March 1952, with 
devastating effects on the American market. 

The President wrote to the Tariff Commission on June 10, 19538, requesting 
“a further careful examination of this case in the light of the more recent 
and current facts and conditions in the industry.” 

The Tariff Commission then submitted a supplementary report to the Presi- 
dent in August 1954, in which the following points were made: 

1. The market position of the domestic producers of scarves had deterio- 
rated further in 1953. While imports had decreased, the decline was not 
as great as the drop in domestic production. 

2. The number of screen-making, screen-printing, and steaming-washing 
plants liquidated in 1952 was 13 and in 1953, 26. These plants had em- 
ployed 313 workers. In addition, 24 machine-hemming plants had been 

closed or forced out of the scarf business. 

3. Data from a sample of 31 companies selling silk scarves in the United 
States showed that domestically produced scarves accounted for less than 
30 percent of their sales in 1953 compared to 34 percent in 1952. 
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4. The number of workers engaged in scarf manufacture in a sample of 

20 firms was reduced from 645 in 1949 to 67 in 1953, a reduction of 90 percent, 

5. While imports of silk wearing apparel not specially provided for in 

the tariff regulations (of which screen-printed silk scarves comprised the 

bulk) fell from $9.3 million in 1952 to $7.7 million in 1953, such imports 
were still $1 million higher than in the previous peak year (1951). 

All of the additional evidence submitted by the Commission supported its 
recommendation for an increase in duty. Yet the President refused to raise 
the tariff. On December 23, 1954, he rejected the Commission’s recommenda- 
tions, suggesting that, “with little adaptations, these operations can be used to 
produce articles other than scarves.” 

As a result of the failure of the President to take action to protect the do- 
mestic industry from the inroads of Japanese screen-printed silk scarves, 
virtually the entire market has been forfeited to foreign producers. The num- 
ber of TWUA members employed in metropolitan area screen-making, screen- 
printing, and steamer-washing plants has fallen to a level of less than half of 
the number at the end of 1952. The industry has not found other markets to 
replace the silk scarf business which the President considered expendable and 
it continues to suffer from the distress of depression. 

What happened when the Japanese imports wiped out the silk scarf industry 
may not apply with exactly equal severity to other types of fabrics or other 
types of textile products, but we can assure you that the harm done is quite 
extensive and so serious both to the employers, the employees, and the com- 
munities involved to warrant the prompt and close attention of this subcom- 
mittee and of the Congress. This damage becomes devastating when it affects 
a particular fabric or item. The importation of the woman’s cotton blouse is a 
case in point. Some time ago the $1 blouse imported from Japan became a 
popular item. It almost eliminated the American blouse in this category. Con- 
sequently, all dyeing, finishing, and printing on this type of goods was also 
eliminated. 

Speaking for the dyeing, finishing, and printing section of the Textile Work- 
ers Union of America, I most emphatically endorse and support the general 
recommendation of our international president on the need for tariff protection 
for textile. We support the position of quotas by categry of fabrics. In addi- 
tion, we recommend and urge that special attention be given to the peculiar 
dangers from imports which affect the dyeing, finishing, and printing section 
of the industry. 


SELLING BELOW COST 


Competition in this section of the industry, which is made up mainly of 
smaller plants, has for some years now become so severe as to be literally cut- 
throat in character. The employers by their frantic drive to stay alive are 
actually putting themselves out of business. This condition is now so serious 
as to require immediate and vigorous governmental remedial action. 

It has become imperative that the existing Federal Trade Commission regula- 
tion against selling below cost shall be effectively and quickly invoked to pre 
vent further dangerous and widespread ruination among dyers, printers, and 
finishing shops. The loss of assets in the industry has become so prevalent and 
so critical that when these smaller firms go out of business, they leave economic 
havoc in their wake. Workers are stranded without wages due. Default on 
other contractual obligations, such as, accrued vacation, holiday pay, and insur- 
ance is almost a general rule. This situation has become so frequent that the 
union has been obliged to require the employer to post bonds to insure that 
wages will be paid regularly and defaults shall not occur. The union has also 
required specific guaranties to insure that vacation pay, etc., will not disappear 
when plants close their doors. The employers must either set aside necessary 
cash reserves to meet such obligations or purchase bonds—or take other steps— 
calculated to enable employees to collect what is properly coming to them in 
case of liquidation, shutdown, or bankruptcy. 

The cutthroat selling practices are not only harmful to the individual em- 
ployer, but also to the industry. When an individual concern sells below cost, it 
places an unfair burden on its competitors. In order for the competitor to 
compete in a depressed market he in turn may be required to sell below cost. 
Thus the vicious practice grows by feeding on itself. In turn it brings disaster 
not only to those who practice same but to others who are innocent victims. 

We most earnestly and emphatically recommend that the members of the sub- 
committee insist that the Federal Trade Commission get into this situation at 
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once and take whatever steps are necessary to see to it that its regulations 
against selling below cost are enforced. If the Federal Trade Commission re- 
quires additional funds for inspection and legal action, the Congress should 
supply the necessary moneys as promptly as possible. From our knowledge of 
current conditions, we can say with reasonable certainty that the facts as to 
selling below cost in the dyeing, printing, and finishing textile plants are fairly 
readily available and present no very great technical or legal complications. 
This is a job which the Government could do fairly quickly and without any 
long study whenever it makes up its mind to undertake the task. We can pre- 
dict that the bulk of the industry would cooperate with the Government in such 
a move once it became apparent that a sufficient effort was being made to get 
the needed job done. 
QUALITY CONTROLS 


The Textile Workers Union of America has come to the conclusion that it can 
no longer sit idly by while neglect of this issue is rapidly bringing about the 
possibility of further chaos in our industry. The public is becoming more and 
more confused by the frequently exaggerated—indeed sometimes quite wild 
claims by textile concerns as to advantage of this or that type of fabric finish. 
I refer here to finishes on natural fiber fabrics as well as the synthetic goods. 
While it is true that technology in this field is advancing rapidly—that the 
chemistry of fabric treatment is going forward at an accelerating pace—and 
* while we fully recognize the ultimate advantages to the industry as a whole in 
developing the finest and most utilitarian types of finish—we are immediately 
confronted with a dangerously confused situation. The housewife who cannot 
be sure what particular process is best tends to postpone buying as long as 
possible until she can get an authoritative judgment from some source or until 
practical experience gives her a better guide than she now has. 

At the hearing of this subcommittee held in Charlotte, N. C., I recall the head 
of a textile testing concern testify that as result of the multiplicity of finishes and 
processes now being experimented with in the industry, even the scientists— 
let alone the laymen—are uncertain as to what to advise and how to assess the 
efficacy of many of the most highly touted so-called improvements. As a man 
who has worked in this end of the industry all my life, I can agree in large 
measure with this point of view. Obviously, experimentation must go on; but 
before these new ideas are inflicted on the consumer, we should have much more 
experience and proper testing than is now generally the case. Nor do I expect 
that the consumer will necessarily or automatically accept the product or pro- 
cess that the technician says is best. This is a business in which personal taste 
counts for a great deal. However, the industry overall will suffer—workers 
will suffer too—until and unless the people who wear or use textiles are able 
to have a much more dependable and scientifically proven way of knowing the 
quality and performance of the fabrics or garments they are buying. 

Congress in the last session provided for labeling of textiles. Generally 
Speaking the purpose was to describe what a particular piece of goods was made 
of. This is a step in the right direction, but it does not protect the consumer 
from inferior dyeing, finishing, and printing. The best constructed type of 
woven cloth can be ruined by improper dyeing, finishing, and printing. After 
material has been dyed, finished, and printed, many experts cannot detect infer- 
ior processing. Such inferior or poor treatment only shows up after a garment 
has been worn, laundered, or dry-cleaned. 

The American Standards Association has developed a set of voluntary stand- 
ards for the dyeing, finishing, and printing of textiles. The industry, however, 
has refused to adopt these voluntary standards, arguing that their customers 
(the converters) would refuse to pay the additional amount to maintain these 
standards. The manufacturers insist that their customers are only too ready to 
accept inferior quality at a bargain price. At the present time there are only 
a handful of finishers who abide by the voluntary standards devised and 
promulgated by the American Standards Association. 

It is virtually impossible to distinguish poorly dyed, finished, and printed 
material at the time it is purchased. After the garment has been worn, the 
deficiencies in the processing show up. By that time the consumer finds that 
what she has bought is faulty. She can do very little about it. If she deals with 
a reliable company, they may make good. On the other hand, if she purchased 
her garment at a discount house, let us say, there is no chance that an exchange 
or refund will be made. If figures on this problem would be available, the 
losses suffered by the American public would certainly be shown to be 
astronomical. 
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Not only will quality controls protect the consumer where the protection igs 
needed most, but also it will have a tendency to stabilize conditions in this in- 
dustry. If quality standards are set and maintained it will eliminate the evil 
of unfair competition based on inferior quality. The trade newspaper, The Daily 
News Record, has been constantly reporting the deterioration of standards 
and quality of finishing as the market becomes depressed. A lower price leads 
to lower quality and in turn lower quality leads to lower prices. This vicious 
cycle continues to make the public an innocent victim. Thus, the institution of 
quality controls will help restore stability to this industry while eliminating the 
hazards of inferior finishing. 

The only way that quality standards can be achieved is through regulation 
by a Government body. The formulation of these quality standards could be 
worked out by industry committees composed of representatives of the dyers, 
the converters, and the consuming public. These standards, once determined, 
must be given the force of law and enforced by an appropriate Government 
agency. The decisions as to what Government agency assumes this function 
should be left with the Senate subcommittee for its recommendation. 

We attach herewith a memorandum based on testimony by textile manu- 
facurers and others on this matter of performance standards versus labeling 
which merely describes fiber content. We offer herewith for the benefit of the 
subcommittee abstracts of relevant argumentation on this very question which 
were made before the Senate Committee on Interstate and Foreign Commerce 
during 1958 hearings on the labeling legislation. 

A. The purpose of labeling fabrics is to provide the consumer with information 
which he can use in evaluating the product. Fiber content is only one (and 
certainly not the most important) factor affecting the value of the product. 
The following are the most significant determinants of the product’s usefulness: 

1. Fineness and character of fiber. 

2. Fineness and character of yarn. 

3. Construction of fabric (number of warp and filling threads per inch). 
4, Quality of dyestuffs and finishes. 

5. Method of finishing. 

B. Confining the label to fiber identification misleads the consumer into think- 
ing that the fiber content is the only determinant of the product’s performance, 

©. The fabric characteristics which are of primary interest to the consumer— 
and which should be described on the label—are as follows: 

Washability (including method of washing). 
Color fastness. 

Shrinkage. 

Pressing (including method of pressing). 
Permanency of finish. 

Chlorine retention. 

Lawrence 8S. Aspey, Celanese Corp., states in substance: ‘The important thing 
in- judging the characteristics of a fabric is not the exact percentage of fibers 
but the weave construction, dyeing, and finishing employed” (p. 68). 

O. T. Sloan, Variety Stores Association: “Having a label on every textile 
product is not going to tell our customers whether it will wash or should be 
dry-cleaned, whether it needs a hot iron or one barely warm. This is the in- 
formation the public wants * * *” (p.79). 

Akbert S. Roistacher, National Association of Bedding Manufacturers: “Bed- 
ding manufacturers select tickings, not on the basis of fiber content, but on 
the basis of style and construction. (p. 101) * * * such fiber content is not 
one of the factors in which consumers are interested when purchasing these 
articles of bedding” (p. 102). 

W. Gordon McKelvey, Southern Garment Manufacturers Association, Inc.: 
“To merely tell the consumer that the fabric in a garment has certain percent- 
ages of various fibers is not.of much help. He needs to know what can be ex- 
pected in the way of performance * * * construction of the fabric; how and 
whether or not it will launder without fading; extent of color fastness under 
certain washing conditions; shrinkage” (p. 148). 
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Dan Daniel, Dan River Mills, Inc.: “Designation of fiber content fails to reveal 
following pertinent facts: fineness and character of fiber ; grade of dyestuff ; type 
of finish, e. g., chlorine retentive resin ; construction of fabric” (p. 188). 

James L. Fri, Upholstery & Drapery Fabric Manufacturres Association, Inc. : 
“Information regarding fiber content does not give consumer any considerable 
help in evaluating the performance of such fabrics. Emphasis on fiber content 
in selling tends to mislead the consumer, who is encouraged to rely on fiber 
content as an index of relative quality, which it is not. The retailers, furniture 
and fabric manufacturers, have initiated a program to protect consumer interests 
by developing a list of minimum standards on seam slippage, tear strength, break 
strength, fraying, raveling, colorfastness, etc.” (pp. 203-204). 

Erwin Feldman, National Association of House and Daytime Dress Manufac- 
turers: “It’s not the fiber but the quality that counts” (p. 205 ff.). 

Arthur M. Klurfeld, Textile Fabrics Association: “Fiber content is not as im- 
portant as the manner of weaving and type of finish in determining the per- 
formance of a garment (p. 212). Consumer wants information on washability, 
shrinkproof, colorfastness, ete.” (p. 221). 

Ralph J. Bachenheimer, Joint Committee on Labeling of Textiles and Apparel 
(29 groups) : “Fiber content doesn’t tell anything about performance. Blends 
are used to create particular effects. Courtaulds (Eng.) tested nurses’ uniforms 
and found 50-50 blend of cotton and rayon outlasted 100 percent cotton and 
100 percent rayon (p. 235). The standard test (AATCC) for colorfastness to 
acids and alkalis do not specify fiber content” (p. 238 ff.). 

W. Ray Bell, Association of Cotton Textile Merchants of New York: “There 
is no need for labeling legislation. FITC Trade Practices Rules for Rayon and 
Acetate Industry already prescribe the necessary rules” (p. 227). 

Francis B. Simmons, American Viscose Corp.: “Fiber identification carries no 
assurance of satisfactory fabric construction, shrinkage, colorfastness, pleat re- 
tention. Construction of fabric for an intended use, performance of garment, 
how it can be serviced or maintained, are more important than fiber identifica- 
tion. American Standard L22 for rayon, acetate, and mixed fabrics guarantees 
satisfaction for their intended use. Avisco integrity tag indicates whether gar- 
ment is: (1) Completely washable; (2) machine washable, at hand temperature ; 
or (3) must be dry cleaned.” 

Albert E. Johnson, National Institute of Dry Cleaning ASA L22 for rayon 
and acetate: “ASL 24 for institutional fabrics; shirt standards adopted in 1955 
re laundering and cleaning specifications; the proposed standards of TDI being 
consolidated with L22—are more appropriate than fiber identification” (p. 248). 

Louis W. Haviland, American Institute of Laundering: “Consumer needs in- 
formation on launderability, not fiber content” (p. 249). 

Arthur R. Wachter, American Viscose Corp.: ‘“Avisco integrity tag tells con- 
sumer what she wants to know: fabric has passed ASA standard laboratory 
tests” (p. 254). 

M. J. Lovell, National Association of Shirt, Pajama and Sportswear Manufac- 
turers: “It’s not what the fiber is, but what it does” (p. 262). 

Richard Deneau, Textile Distributors Institute, proposes voluntary end-use 
serviceability standards (1956) (p. 270). 


CONCLUSION 


The dyeing, finishing, and printing industry is an important segment of the 
textile industry. This division has suffered considerably in the general reces- 
sion that affected the textile industry. While in many respects it faces the same 
problems as the textile industry, on the other hand it is confronted with many 
problems peculiar to itself. We endorse the entire program as presented by 
our general president to the subcommittee at its initial hearing in Washington, 
July 1958. We specifically request help in the areas of tariff enforcement of 
the present regulations prohibiting selling below cost and, most important, the 
enactment of quality control standards supervised by a governmental agency. 

I want to thank the committee for the opportunity you have offered me 
in presenting this material. 
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TEXTILE WORKERS UNION OF AMERICA, RESEARCH DEPARTMENT, New York, N., Y, 


Taste I.—Hmployment in the teztile, dyeing, and finishing industry, by selected 
State, February 1951 and August 1958 * 








Decline, February 1951 to 
August 1958 


























State February August 1958 
1951 
Number Percent 
earch A dgnilloineaskahbdieons 101, 800 85, 100 16, 700 16,4 
New England: Rhode Island___..............- 12, 100 7, 000 5, 100 42.1 
Ei cinnptbibwhndaiae acuthassesniddeie 34, 700 22, 100 12, 600 33.4 
NY Wk Ri dane 11, 400 6, 200 5, 200 45.6 
PP etna ckheiacescsoneendactbeninn 17, 800 12, 200 5, 600 31.5 
aes 2 5, 500 3, 700 1, 800 33.7 
ot at a oh on 
South: South Carolina..........-...-..--.----- (3) | PET ole Sissies Aixeuch uae 





1 Relates to establishments primarily engaged in textile bleaching, dyeing, printing or finishing textiles, 
except knit goods; dyeing and finishing departments of establishments primarily engaged in other processes 
are not included. 

2 There were 4,900 production workers as of July 1950. Asof August 1955 there were 4,200 wage and salary 
workers in this industry. The figure for February 1951 is an estimate. 

3 As of January 1954 employment was 12,500. 


Source: U. 8S. Bureau of Labor Statistics. States—Departments of Labor, 
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TaBLE 1V.—Dyeing, finishing, and printing plants out of business, January 


1955—June 1598 






Name and location 


Se A, FIN, FOOMIGN IN». Fh oancasascnnccnncabanncmbdapaaenekeacs 
Albatex (Finishing Co., Lodi, N. J. (formerly Mercury Dyeing & 
Finishin: 
Alert Hosiery Dyeing & Finishing, New York City (nonunion)- ----.---- 
American oe Print Co., — WORN B06 Fic since scbdewcoaueeeeece 
ponaug, R 
Art Craft Photo | ngraving, Pe uannock, N 
Artmore Creations, New York City-----.--.-.-..-- 2aeesdie Sp eekee tae dag 
Associated Textile Printing CA. SEUNG Ihe Wocacccccccasuduabheeeete 
Atlantic Dye Works, Paterson, N.J 
Paul Austin Specialties, Taunton, Mass-.--.-....-..--..----------------- 
Balray Corp., Passaic, N. J. (taken over by Applikay Textile) -......--- 
R. W. Bates Piece Dye, Garnerville, N. 
Bellefont Dyeing Corp., Rockville, Conn. (merged . ith American Dye) _- 
Bellman Brook Bleac ery, Fairview, N. i (UT 
Belmar Textile Prints, Inc., New York, Ss 2 Se ee ear eae ee 
Cardinal Neckwear, New York, AE ei D8 on atte ie to eae 
Carolina Process Corp., Charlotte, N.C. (nonunion) Soe tS aiaae tte’ 
Carrinnoc Finishing Corp., ee gs a eee ee ee 
Charmprints Co., Inc., Paterson, N. J. (merged with Colonial Print) __- 
Church Street Printing & Finishing Co., New York, N. Y 
Colgate Piece Dye Works, Hawthorne, i RB eee Ri AR RA ARS 28 
ome wre Process Carp., Brooklyn, N. ¥::......<..~.-..<.0-..0.5-256-. | 
Continental Screen Engraving Corp., nO Ct IN. a ae cccceccccedsns 
Coronet Textile Screen Engraving Co. .. New York, | ae ee EE ee 
Creative Processing Co., Paterson, N. J_--.....-----------.- scechaesead eo 
Crest Textile Process Corp., Paterson, N. J- SSSmacadeemeieetoesaeiee 
Crown Dye & Finishing Co., Philadelphia, icici Leite eee 
D’Avar Textile Printing Corp. .. New York City__-.___..- sos .uuereee oe 
DeGise Finishing Co., Inc., Paterson, N. J_.....-.-.---- ahs Sade Seats 
eh COUN IN LMG. oda ddcewacescscccnndsewswadanenaneen 
Delaware Dyeing & Finishing Co. Inc., Easton, Pa__....-.....-.-------- | 
Duchess Dyeing Corp., Paterson, N. J_--.--.----- Face naseate eee 
Durable Silk Mills, New York, DN 3 3 i ena eas cia, kak ie | 
Dutchess Bleachery, Ww appinger Falls, a a (nonunion). Sone eg dewewlkus 
Dynamic Finishing Corp., New York, N 
Ercolano Co., New York, N.Y 
Excellent Textile Dyers, Inc., Brooklyn, N. Y------ 1S Dei tcrel ath Rept 
Fallsview Piece Dye Works, Paterson, N. J. ..-..-..-------------.------ 
Fairlawn-Richmond Finishing Co., Richmond, Va__--..-.-...---------- 
Fanlin Textiles, Inc., Paterson, N. Wika sitasit86aensthnas aes 
Fastex Print & "Dye, "Sterling, Conn. a OR EL PROT SG: 
Federal Textile Printing Corp., New York City.............-..--------- 
Franklin Process Co., Providence, R. I..............-..--.---2.--.----- 
ee SMe, 1G.. INOW ¥ OFM. OMY <i « cnccecaccasacesceseceskssanseuss 
Paturtex Vanric FPrinting,.Paterson, N. J...-..<..<.<-.-22.2-.. cll 
ne RPNOEee Cs Si, CONMOROR SIN « Oooo occ cocci acccéusecdaekskeeeweels 
> Deen. (TIGR) ANT oa as. con scdeeodeasesscddedadendadewns 
ae en SE, Be ee oc ns co baeabenanasadanneencee 
Glendale Textile Process, Glendale, Long Island, N. Y__.-.--.-.-------- 
Glenlyon Print Works, Philipsdale, R. I. (independent) -_-_.._......._--- 
Greene Finishing Corp., New York City--.....-......--.--.-..----..--- 
Greenwich Printing & Dyeing, East Greenwich, R. I-.-..---.--------.-- 
Haledon Textile Process, Paterson, N. J_- 
Hamilton Dyeing & Finishing Ge, Pebeets N, Fn scciecteioxccans 
Hand Prints, Inc., New York City...----.-..--- oe A a 
Harmony Textile Print. Works, Passaic, RE Poise t antes oncdee eae 
Hendor Mills, Inc., Paterson, We 5d ee aa 
Herzl Textile Dyeing Corp., Brookly n, N. SP indi daaae eee 
Highland Engraving Co., Passaic, Wes Biche tic pa 
Hockmeyer Bros. (W ater Head Mills) Lowell, Mass. (nonunion)__.__-_- 
Hudak Steaming & Washing Co., New York City chante kakaheate ad tte a 
Ideal Textile Printing, Inc., Paterson, N. J.........-...------------.---- 
Imperial Screen Print Corp., Glendale, A FS 5: dock nhdddn ae denned 
mupression Prints Co.,New YOrk City. .cn--. 2222 - conc ccnnssneeseees-e 
Dees Loedies., The. NOW TOE Oley anno son n ncn s ccs ceccecevsccocus 
eee CURNOR INOW TOUR CR bc io adie ono cniiccenencdsenunmdnnls oaks 
Jade Textile Processin: iit DERE TES . Chun dh enimetipneciedeinanpe can't 
R. J. Kinsbury, New York City Mra tcdibs.. ths. tdenlsthided. doch 
R. reese ee a ee i re ee ee eo 
eM % . Kreger & Son, Lodi, N. J. (consolidated into ABC-KREGER 
orp. 
Loyal Piece Dye Works, Inc., New York City. .....--.-----------.----- 
M & M Embroidery aes , Brooklyn, Wea Wibld fas. dadeni bok cessl en 
Manhattan Yarn Dye & Bleach, Brooklyn, N. Y-.--- aaa ine tle 
Ray Manuel Studio, New York ‘City Se eteigeei el Daren ih Cine toate watuarn 
P, P. Maupai Dyeing Co., West New York, N. J....------------ ix pe | 
Maxim Hand Paint, New York City______- 1 a sitietadnn acntcide topical teas 








29350—59— 20 





-pt. 4—— 


(Total number plants, 148; total number employees, 10,184] 


Number of 
employees 






14 
15 


to eo 


2252. 85.5585 


— 
ac 


15 









Date 


February 1958. 
February 1957. 


July 1957. 
November 1956, 
March 1958. 
February 1957. 
May 1955. 
November 1955. 
May 19565. 
September 1955. 
February 1958. 
April 1955. 
November 1957. 
June 1956. 
January 1955. 
July 1955. 
July 1956. 
December 1955. 
July 1955. 
April 1957. 
December 1957. 
May 1958. 
August 1956. 
March 1956. 
April 1957, 
December 1956. 
November 1955. 
March 1958. 
February 1955. 
June 1957. 
June 1956. 
March 1958. 
January 1956. 
1955. 
October 1957. 
January 1958. 
May 1958. 
January 1955. 
June 1957. 
September 1956. 
June 1956. 
March 1958. 
January 1958. 
September 1957. 
August 1957. 
June 1958. 
July 1957. 
August 1955. 
October 1956. 
December 1957. 
January 1956. 
June 1957. 
June 1958. 
August 1955. 
January 1955. 
December 1956. 
November 1957. 
May 1958. 
May 1955. 
September 1957. 
April 1958. 
February 1958. 
March 1955. 
December 1955. 
July 1955. 
August 1957. 
April 1955. 
April 1955. 
November 1957. 
August 1957. 


April 1958. 
February 1957. 
July 1955. 
December 1955. 
February 1958. 
March 1957. 
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TaBLeE 1V.—Dyeing, finishing, and printing plants out of business, January 
1955-—June 1958—Continued 


[Total number plants, 148; total number employees, 10,184] 


















Name and location Number of Date 
employees 

Maygreen Piece Dye Works, New York City. -_.._-.------------------.-- 15 | April 1958. 
Metro Dyeing & Finishing Co., Inc., New York City-.........-.-...-.... 25 | March 1956. 
Modern Steaming & Washing Co., New York City--......-..-.-...--.--- 16 | July 1955. 
DEE DN 500. POROTOON IN 6b n3..ns cece sncewesncnssqeqcticowesccce 30 | September 1956, 
National Piece Dye Works, Long Island City, N. Y-....-..----..----..-- 25 | April 1956. 
Newton Textile Bleaching & Dye, Newton, Mass. (nonunion)-.......-..- 20 | January 1957, 
North Reproductions, New York City. -.-....-...--.--------.-----..--..- 15 | October 1955. 
Novelcraft Processing Co., Inc., New York City.......--..-..-.--.------ 10 | June 1955. 
Se, eA ERE MD STOPOOREVIOL IN, © cccciéccncnenccnecnsndndenceneneuns 1 | June 1957. 
Nu-Color Dyeing & Finishing Corp., Bronx, N. Y....--.--------------- 8 | January 1956, 
i D0. 5. nknanncncabkndownsonncensessarncessssus 7 | August 1956. 
Pan-American Screen Print, New York City....--- Sa dcesieeecainletedlibtetnigrieoons 3 | January 1957. 
Paramount Printing & Finishing Co., Pawtucket, R. I_...........---.-- 200 | June 1957. 
eee ee a ee 5 | May 1957. 
Patrician Piece Dye Works, Inc., Clifton, N. J...--------- tail <oliolipice-snipnis 16 | April 1956. 
Peerless Textile Finishing Corp., New York N. Y._..-..---------------- 20 | December 1955. 
George H. Phelps Engraving Co., Hawthorne, N.J......----.-.-.------ 20 | September 1957, 
Phil-Mar Dyeing Co., Inc,, Brooklyn, N. Y__....-....-.---..-.---- icine 35 | December 1957. 
ee EE Ce Os BOUIRIIINS IN 6 8 on vce ccc nc cnn emanccnnesoncenese 2 | January 19565. 
Phoenix Moire Co., Inc., Fairlawn, N. J.-....-------- sigedieaieebinteis Asttacaaihin 10 | July 1956. 
i CN Ne Bc ks ce eecidaulenalaginiWebdsneecsnnse 28 | July 1955. 
Piymentn 290 Worms, inc., Paterson, N.J.........-.--.....1..<..-5.-- 130 | January 1955. 
Primrose Textile Novelty, Inc., Paterson, N. J...............------.---- 3 | February 1955. 
rs ICE le Wh ce capaci dtheisitenesnssboune 12 | October 1955. 
Progressive Silk Finishing Co., Hoboken, N. J.....-.-..-----..-.------- 100 | January 1958. 
Puritan Piece Dye Works, Paterson, N. J.......-.--..-.---------------- 100 | June 1958. 
Quissett Screen Printing Gorp., New Bedford, Mass..........._-.- athe 8 | 1955. 
Rainbow Screen Print, Brooklyn, N. Y-.- SS itt EE ALS ER ae 56 | March 1955. 
Ramapo Piece Dye Works, Sloatsburg, N. Y. (nonunion) -_._-.....---._- 100 Do. 
BRO TONE CON, TOUS: Bh 6 Uo. on ccc ccccncceweccccccenese-usns 26 | February 1957. 
ase peed cr, eee Tere, N.Y .........-...5-.....-...-.2..-0- 10 | February 1955, 
Revues Heese Frans, Peseteon, N. J....~-.------cconnnecssens---04<- 5 | April 1956. 
Riverside zens & Finishing Co., Newark, N. J.....-.-----.----------- 24 | December 1957, 
Robertson Bleachery, Conn. (nonunion)... .-...-..--------------------- 150 | May 1958. 
Royal Piece ie PA Eg REE EOE, IN, F nada pcncamene<scccwussene 15 | July 1955, 
Royal Textile Screen Printing, Brooklyn, N. Y--.----..----------- ieee 2 | April 1956. 
i lie en nidwcadianedheneatessmansonesecchacs 5 | August 1956, 
es en nn eencnecedmeencchesishone 10 | August 1955. 
Gelietty Dros. Co., Ine, Cariscedt, N. J.....-.......-..-..-2.-.2--- 22000 30 | May 1958. 
Seneca Dyeing & Finishing Rs RS Ihe 0 pnciinnccmskapdsee aa 15 | April 1955. 
Shalimar Studios, New York, N. Y...-........--.--..------------------ 2 | January 1957. 
Robert Shandroff Dye Works, New York, N. Y-....-.-.-..-- ‘ 3 | August 1955. 
8 & A Shoo ey, RE RS Dee eine bb dcucatonnennanieh She 6 | March 1956. 
Slatersville Finishing Co., Slatersville, R. I-....-~- 325 | December 1956. 
No nonin idhineinnescmacemennemecaensints 2 | February 1957. 
Southern Mercerizing, Tryson, N. C. (nonunion) .................- 200 | July 1957. 
Specialty Dyeing Corp., New York City.--.......-.----....-..-.. 6 | April 1956. 
Sterling Textile Printing Co., Paterson, N. J 50 | May 1956. 
J. L. Stifel & Sons, Inc., Wheeling, W. Va--. 400 | May 1957. 
Sunset Lace Dye Works, New York City-----.- 6 | March 1955. 
Superior Moire, Inc., West New York, N. J_..--..-.-------.-------- 15 | June 1957. 
Super-Tex Process Co., Newark, N. J. (nonunion) -.........-..-.-... 10 | November 1957. 
Swansea Print Works, Fall River, Mass......._....--.-------------. 180 | January 1957 
Terrybrook Printing & Finishing Co., Assonet, Mass. (nonunion) -_.--.. 25 | December 1955, 
ED SPE, Ble On cdcinavendpcdececedectucsepeetbbntiieees 6 | January 1958. 





Senator Pasrorre. Mr. Jack Rubenstein. 


STATEMENT OF JACK RUBENSTEIN, NEW YORK STATE DIRECTOR, 
TEXTILE WORKERS UNION OF AMERICA, AFL-CIO 


Mr. Rusenstern. My name is Jack Rubenstein. I live in New 
York City. I am a vice president of the Textile Workers Union of 
America, AFL-CIO, and New York State director of that organiza- 
tion since 1941, a period of some 17 years. 

The subcommittee of the Senate Committee on Interstate and For- 
eign Commerce is rendering a valuable service to the economy of this 
Nation in affording the textile industry an opportunity of presenting 
in an orderly and sensible manner its plight both to the general public 


nm o:eeor © 


ee, ee 





sews lia 











PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 1513 


and to responsible agencies of our Government. This hearing is im- 

rtant and timely for all the citizens of New York as well as for 
those of us whose whole livelihood is dependent on textile manu- 
facturing. The serious difficulties now confronting the textile in- 
dustry are similar in most respects to the problems facing most of the 
so-called soft-goods industries, which now beset a large part of the 
economy of this city and of this whole metropolitan area. 

The textile industry has never been as important or extensive in 
this area as clothing, an industry with which we have a close kinship. 
In New York State, as a whole, textiles has not been a major segment 
of the total employment; neither have we been insignificant. The 
point that must be made is that textiles has been a major source of 
employment and a major part of the economy in a number of cities 
fod towns in the State. 

Right here I would like to say, Senator, that in the interest of savin 
time and taking advantage of a statement that you made before an 
I assume will be extended to myself, I intend to present my brief 
for the record and to summarize the rest of my brief dealing with 


some of the highlights. 
Senator Pastore. That is fine. Your statement will be entered 


in full in the record. 
(The statement is as follows:) 


Is THE FLIGHT or TextTrtes From New York STATE AN OMEN? 


Testimony by Jack Rubenstein, New York State Director, Textile Workers 
Union of America, AFL-CIO, New York, N. Y. 


My name is Jack Rubenstein. I live in New York City. I am a vice presi- 
dent of the Textile Workers Union of America, AFL-CIO and New York State 
director of that organization since 1941, a period of some 17 years. 

The subcommittee of the Senate Committee on Interstate and Foreign Com- 
merce is rendering a valuable service to the economy of this Nation in affording 
the textile industry an opportunity of presenting in an orderly and sensible 
manner its plight both to the general public and to responsible agencies of our 
Government. This hearing is important and timely for all the citizens of New 
York as well as for those of us whose whole livelihood is dependent on textile 
manufacturing. The serious difficulties now confronting the textile industry 
are similar in most respects to the problems facing most of the so-called soft- 
goods industries, which now beset a large part of the economy of this city and 
of this whole metropolitan area. 

The textile industry has never been as important or extensive in this area as 
clothing, an industry with which we have a close kinship. In New York State, 
as a whole, textiles has not been a major segment of the total employment; 
neither have we been insignificant. The point that must be made is that textiles 
has been a major source of employment and a major part of the economy in a 
number of cities and towns in the State. And textiles have been here for a long 
time. For instance the Utica-Mohawk sheeting mills had been operating in 
Utica, N. Y., for over a hundred years until the original company moved to 
Seneca and Clemson, S. C., and were then sold out to the J. P. Stevens in- 
terests about 1951. In places like Utica and even more especially in the smaller 
places like Chadwicks, Fort Plain, Clark Mills, Fulton, Johnson City, Little 
Falls, Ballston, Spa, Jamestown and Ticonderoga, all of which lost textile mills 
in recent years, these closings were major events in those communities. 

I append to this testimony a table prepared by the research department of our 
union giving greater details on the loss of plants and mills in this State. (See 
table I). I also attach an older table, also worked up by our research staff, 
showing in considerable detail the textile mill liquidations in New York State 
between 1946 and 1953 (table II) and another table giving closings between 1955 
and 1958. (See tables IIIA and IIIB.) 
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The last 6 years the 3 Middle Atlantic States lost some 66,525 textile jobs. 
A full third, or 24,255 of these job losses, occurred in the State of New York, 

These figures May not appear catastrophic as compared with the total em- 
ployment in New York State. But in terms of the membership of our union in 
the State, this has been over a 50-percent loss; and in terms of the particular 
places in the State where the losses occurred the unemployment created at the 
time was serious and prolonged. The impact of these losses has had a major 
effect on all of these communities. 

In Utica, N. Y., which lost the Utica Knitting Co., as well as the Utica-Mohawk 
sheeting mills—a brand name that had a wide renown in this country for 
generations—the city as a whole has now pretty well rallied from loss of the 
almost 4,000 jobs that disappeared with the merger of the company and the 
migration of the operations. Indeed, many of our former employees are better 
off today than when they worked in the old textile plants. But this is a rare and 
unusual situation. Nearly all of these former textile centers remain in a 
crippled condition for years and years after a major mill closing. 

Parenthetically, let me observe that no one can be sure whether Utica’s re- 
covery is due to good fortune or good management. It would be well worth the 
time of some expert group to study just what happened there and get an 
answer which could be of very great help to all such communities. The fact 
cannot be overstressed, however, that for a large segment of the former Utica 
textile workers, some of them with up to 40 years continuous service in those 
closed mills, the plant closings were a cruel blow. These older people at Utica, 
as the subcommittee must be well aware by now, just don’t find jobs elsewhere. 

A few of the laid off men and women were quickly eligible for social security 
which, while inadequate, does provide a dependable pittance. Most of the 
senior personnel who were laid off had some years of joblessness ahead of them 
before they could collect their pensions. A few of these oldtimers had savings 
or had families in a position to help. But a surprising number were without 
resources. Some families had accumulated almost nothing as a result of bad 
luck or ill health, etc. These men and women suffered not because of wage 
losses, but the moral effect of losing what had seemed to them completely secure 
employment was shattering. The effect on some of these workers when they 
are turned out on the street is one of the cruelest and most pitiable things that 
those of us who have been obliged to officiate at these liquidations year after 
year have observed time after time. 

These economically displaced elderly families in textile communities fared 
much worse, I sometimes feel, than did the displaced families from abroad 
who were guided and assisted when they came into our cities and towns. 

Somewhat more recently we have experienced closing of plants of the Alexan- 
der Smith Carpet Co. in Yonkers, N. Y. This is a concern that had over 100 
years of continuous existence—at the height of its capacity some 7,000 workers. 
There were some 1,800 still on the payroll when the plant moved to Mississippi 
in November 1954. 

At the time of the Alexander Smith closing, and in the years subsequent, this 
affair was given wide publicity—most of it slanted or just untrue. A terrific 
effort was made to sell the country the idea that Yonkers wasn’t hurt by the 
departure of the carpet plant. The Reader’s Digest among the national publi- 
eations which printed articles about this unhappy affair, even intimated that 
the elimination of this concern turned out to be a blessing rather than a blow. 
I have here with me witnesses who can give you the truth about what has hap- 
pened in Yonkers as a result of the Alexander Smith closing. Let me say flatly, 
however, that it is absolute nonsense to assert that more people are now em- 
ployed in the old buildings which formerly housed the carpet mill than were 
employed when the mill ran at or near capacity. Most especially the fact is not 
brought out that these new concerns that are induced to locate in these empty 
old factories invariably pay low wages—much less than were formerly paid. 
Except in rare cases these new outfits are not solid or dependable concerns 
which can contribute to the economic stability of a given city or locality. 

The brutal and undeniable fact that the subcommittee must understand is 
this: In all these communities in different parts of New York State, which we 
enumerate in our statistical tables as places where textile plants have closed, 
hundreds and hundreds of men and women who were thereby cast adrift have 
not been absorbed in other types of employment in all these years and continue 
to be sources of economic and social ill health wherever they exist. This prob- 
lem has been ignored or neglected by State agencies, by the Federal Government 
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and by voluntary agencies as well. All will have to share the blame if we 
continue to ignore and pass this situation by. 

Another of my colleagues will deal more fully with the closing of the Bigelow- 
Sanford carpet mills in Amsterdam, N. Y. This plant at its peak employed 
as many as 3,000 persons and still had 1,800 on its rolls when the Amsterdam 
operations were closed out and the operations moved to Thompsonville, Conn. 
The point I wish to make about Amsterdam—a city of about 33,000—is that 
after the flight of its principal source of employment, a citizen group was estab- 
lished which called itself Industry for Amsterdam Committee, which, as its name 
implies, undertook the job of securing new industry. The results up to now 
have been so insignificant that the townspeople have come to realize that the 
only hope for a distressed area of this type is via some assistance from Federal 
and State governments. I make no apologies for becoming just a little political 
at this point; the vote in Amsterdam this year reflected, I believe, the very real 
feeling which has grown up in this community as a result of its bitter experi- 
ence of the past few years that the President’s veto of the area redevelopment 
bill was ill considered and deeply resented. 

In the city of Stottville, on the outskirts of Hudson, N. Y., A. D. Juilliard 
Mills, which enjoyed a continuous and quite profitable operation in that com- 
munity for over 100 years, was liquidated in April 1954. 

In all of these situations there is a general pattern of transfer, consolidation 
and liquidation. Let me read to you a memorandum which I have here on 
liquidation of the Stottville, N. Y., A. D. Juilliard plant. 


FACTS CONCERNING THE LIQUIDATION OF A. D. JUILLIARD PLANT, STOTTVILLE, N. Y. 


1. On August 26, 1953, the board of directors of United Merchants & Manu- 
facturers, Inc., authorized the purchase of all the outstanding stock of A. D. 
Juilliard & Co., Inc., on the basis of an exchange of stock. Women’s Wear 
Daily quoted a Juilliard spokesman as saying that “United Merchants’ approval 
has been given to continuance of its (Stottville plant) operation.” 

a Stottville plant was closed in September 1953, displacing 800 remaining 
workers. 

8. The exchange of stock went into effect in October 1953 and the company 
sold the Stottville plant, exclusive of real estate, to a liquidator in April 1954. 

4. The annual report of U. M. & M. for the year ended June 30, 1954, notes 
the effect of its acquisition of the Juilliard stock upon its tax position in the 
following words: 

“During the year the corporation acquired the outstanding capital stock of a 
Subsidiary company and, in connection with the discontinuance of certain op- 
erations of the acquired subsidiary prior to and following the time of acquisi- 
tion, losses were realized from the liquidation of inventories, the closing of 
mills and the sale of real properties. These realized losses and additional an- 
ticipated liquidating losses were provided for either prior to or as of the time of 
acquisition and, therefore, are not included in the accompanying consolidated 
statement of income which includes the operations of the subsidiary company 
only from date of acquisition. The corporation estimates that the deductions 
of such liquidating losses (to the extent realized) and the use of carrybacks 
and carryovers of operating losses of subsidiary companies for purposes of com- 
puting Federal taxes on income resulted in a provision for Federal taxes for the 
year ended June 30, 1954, which was approximately $1,300,000 less than would 
have been required had such factors not entered into the tax computation. 

“As of June 30, 1954, the unused loss carryover of subsidiary companies for 
Federal and Canadian tax purposes approximated $14 million.” 

Usually these older concerns, operated by individuals other than those who 
created and built the companies, ran into a period of slump. Instead of fighting 
back and taking energetic measures to regain a profitable position, the tendency 
was to let things slide. Indeed, why, under present-day conditions, should a 
corporation attempt to get out of an economic slump? Profit losses, which be- 
come tax credits, render a corporation a sweet and juicy plum for the picking. 

And in these textile situations, time after time tax credits become the bait 
for liquidations which though they yield quick profit hurt the communities and 
cause job losses. 

What happens is that the older concern, at least on paper, consolidates with 
another concern who takes over the established and valuable trade name, the 
goodwill, and the physical plant. The newspapers announce that everything is 
to go on as usual—even if the purchaser moves some of the operations to 
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another part of the country. But, in fact, what occurs is that auctions are 
shortly held and most if not all of the machinery and the original buildings are 
sold off. The faithful service of lifelong employees is forgotten; relationships 
in the community are washed out; obligations to the community are simply ig- 
nored. In some cases the real estate itself is worth a fortune; sometimes the 
equipment is valuable for export purposes. Some portions of the machinery 
may be usable in the other mills of the new concern. In any event, when the 
new owners have realized everything they can from these holdings, they proceed 
to adjust their income tax payments as permitted by the legal loopholes in the 
tax laws and regulations. The company then claims it is in a profitable posi- 
tion by the simple process of putting into its own pocket the moneys which had 
been set aside to pay taxes to the Treasury of the United States. 

I do not hold myself to be an expert in tax matters but I have been obliged to 
learn this much about it as a result of seeing mill after mill in the area in which 
I function resort to these techniques in going out of business. I realize there is 
merit in a regulation which was written to enable a company to cushion the 
losses of a bad year by providing an inducement during good years for carrying 
on. Nevertheless this subcommittee, I submit, must study this problem in the 
light of what has happened in the textile industry. 

I am enough of a realist to see that as long as speculators can make money by 
buying out companies rather than operating them, they will continue to do so, 
Yet it is equally clear that the Government cannot stand by and permit this 
type of freebooting to continue at the expense of the workers, the community, 
and the Federal Treasury. 

We in New York State, who over the years have bent every effort to achieve 
good labor-management relations, to maintain efficient, economical operation of 
our plants and to keep our employers as competitive as possible, but despite all 
this have faced liquidation after liquidation, say to you, Mr. Senators, that it is 
high time the Government stepped into this picture. We New Yorkers, long 
ago realized that mere sentimental! attachment to our State isn’t enough to per- 
suade manufacturers to stay put in the places where they first build their for- 
tunes and in those communities where the workers were for so long identified 
with the welfare of their companies. We are not saying or intimating that in- 
dustry should not expand in the South, or anywhere else. All that we are say- 
ing here is Government must recognize, and frame laws accordingly, that over 
the long haul, no segment of our economy, no section of our country, can really 
profit by sacrificing one place or one industry for the benefit of another. 

Sitting with me here are typical textile workers who have lived and worked 
here in New York State. You will see that they are human beings very much 
like those who live and work elsewhere in this great land of ours. Look into the 
faces of those people, Mr. Senators, and tell them if you can, why they should 
be barred from exercising their skills in the industry to which they have devoted 
their lives; why should they have to pay the price for faulty tax policies or for 
the foreign policies of our country? All of us are willing to share to the fullest 
our responsibilities as citizens. If it can be shown to us that our Nation would 
gain by the disappearance of the textile mill we have worked in, we will face up 
to this fact and attempt to make whatever adjustments are required. But it has 
not been demonstrated to us that the contraction of our industry is good for the 
country or helpful to our foreign policy. Nor can we see any justification or 
sense in singling out any one group in society and saying you alone must pay the 
price for technological progress or industrial change. 

In the statewide elections which took place here recently, there was a great 
deal of discussion as to the percentage of growth or lack of growth in the econ- 
omy of the State of New York. Political feelings, of course, obscured the issues 
but there can be no doubt whatever that even in this great rich and powerful area 
we are suffering overall losses which cannot be denied or ignored. 

Are the losses in the textile industry to New York and in the surrounding area 
an omen as to what can be expected for the State’s largest industry ; namely the 
men’s and women’s clothing industry? I am sincerely afraid that if steps are 
not taken very promptly that what has happened to textile will also overtake the 
clothing industries here. The economic dislocation, the losses in human skills 
and human values would be incalculable. 

It is our sincere hope that out of these hearings, and the deliberation of the 
subcommittee, will emerge recommendations and policies that will create the 
necessary balance as between a healthy domestic textile industry and the con- 
tinuance of a sound foreign policy which enables the United States to fulfill its 
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role in the struggle against poverty, ignorance, and the spread of the cruel and 
insidious Communist menace. 

To illustrate the fact that the Textile Workers Union of America has not just 
now awakened to the need for action to halt the decline in the industry in 
which its members are employed, I offer herewith portions of a letter which I 
wrote to United States Senator Irving Ives in March 1953. (See exhibit A.) 
Copies of this letter went to other members of the congressional delegation 
from New York State. Other communications calling attention to the develop- 
ments in the textile industry were sent to Members of Congress from this area 
prior to and since that date. 


Pxuiir A. Excerpts From Letrer to Hon. Irvine M. Ives From Jack RUBEN- 
STEIN, NEw YorkK STATE Director, TEXTILE WORKERS UNION OF AMERICA, DATED 
Marcu 18, 1953 


* * * in 1952 some 40,000 jobs lost to the textile industry in the Mid-Atlantic 
States, 13,000 of which were lost to the State of New York. This loss of jobs 
came about for two reasons: 

1. Complete shutting down of mills. 
2. The shrinkage of operation in existing plants. 

If this shrinkage had been due to more efficient methods of operations, this 
might not be too bad, but in most cases, it is a result of outright curtailment. 
These developments have taken place in the face of a constant and continuous 
growth of manpower as well.as a poundage and yardage increase of textile 
operations in the South. 

The above comments do not take into account the many plants that have 
continued to close or are in the process of doing so during the current year, 
1953, here in the East. To cite a few, let me mention the three units of the 
A. D. Juilliard Co. in New York mills, one unit in Chadwicks, N. Y., Niagara 
Textile Co. of Buffalo, N. Y., Irving Air Chute, Buffalo, and Beaunit Mills, 
weaving division, Cohoes, N. Y., which are just a few that come to mind. 

There should be no objections to the development of southern industry pro- 
yided this is done as a result of the national development of internal and ex- 
ternal market and not as the result of sectional competition due to improper 
State or Federal legislative program. 

In my opinion, there are four major factors responsible for this unhealthy 
development : 

: 1. The Taft-Hartley Act and the failure of the labor movement to organize 
the South. 
2. The operation of income tax laws, specifically, the capital gains tax. 
8. Federal Government expenditures as related to State expenditures. 
4. Government legislation as related to wages. 

Unless a comprehensive program is adopted on all of these matters separately 
and collectively, it is my opinion that in the first real economic crisis which 
takes place in this country, we will witness economic competition and striving 
for sectional advantages such as this country has never yet seen and to the 
detriment of the country generally and New York State in particular. 

1. The Taft-Hartley Act and the operational machinery of the act as now 
constituted has definitely slowed up and retarded the unionization in the South 
generally and New York State in particular. 

The textile industry for many years was one of the lowest paid industries in 
the country. From about 1933 to 1951, unionism in the textile industry was 
successful in raising the levels of earnings in the industry. We were likewise 
successful in getting the nonunion South to follow along in these wage increases 
even though it was at a reduced level and at a slower pace. 

In 1951, we, for the first time, felt the full effect of the operations of the 
Taft-Hartley Act. Southern industry, no longer feeling the pressure of or- 
ganized labor, for the first time did not follow through with a wage increase 
which was granted in the Mid-Atlantic and Northeastern States. Subsequently 
in 1952, a great part of this increase for the cotton-rayon industry was taken 
away by arbitration. 

Unless the amended Labor Relations Act is clearly set forth as a law to pro- 
tect as well as encourage the legitimate right of labor to organize and does not 
hamstring labor in these rights either by technical, cumbersome machinery or 

proposed prohibitions which will make it impossible for labor to champion 
improved economic standards in the South, we in the North will witness, in our 
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lifetime, the end of the textile industry as well as other branches of the light 
metal industries. 

(a) I particularly warn against such measures as the prevention of na- 
tional contracts or contracts which cover more than one plant of a company 
or industry operating in different localities. 

(b) The giving or preference to State legislation in matters involing in- 
terstate commerce where such State legislation is of a more repressive na- 
ture as related to unionization efforts. 

(c) The prohibition of so-called national emergency strikes without at the 
same time defining what a national emergency strike is and at the same time 
establishing genuine avenues for workers involved to adjudicate these 
grievances after these strikes have been prohibited. 

(d@) Complete elimination of the injunction as an obstacle in labor exer- 
cising its collective bargaining rights. The law now requires 60 days’ notice 
on cancellation of contracts. The law as it now stands provides for 60 
days plus 80 days. 

The only way that the North will maintain its share of industrial enterprise 
is for either northern legislators and northern communities to do what they 
can to have legislation passed which is of interest to the entire Nation or take 
steps to reduce themselves to the social and economic position of many of the 
southern communities. Obviously, the latter is impossible. 

Many of our legislators have operated on the principle that what is good for 
business is good for the community. On the other hand, many of our outstanding 
business companies have laughed up their sleeves at the legislators and have 
acted in complete disregard of the communities in which they were operating, 
Many of the companies who were operating efficient plants have seen fit to close 
these plants up and put out of work employees who have faithfully performed 
services 20 to 40 years for a single company. 

One of these plants I have in mind which closed 3 years ago is the Utica Mo- 
hawk Sheeting Co., which closed their plant in Utica and is now operating two 
plants in South Carolina as part of the J. P. Stevens chain. 

Under the operation of the capital gains tax, it is possible for a company to 
liquidate a profitable plant, making a bigger profit in its liquidation than in the 
continued operation and pay for the transfer of the plant at the expense of the 
Federal Government. The situation has now developed where companies with 
multiple holdings, both North and South, have found they can liquidate their 
plants and have new plants set up and come out ahead of the game. 

Likewise, we find that banking interests as well as speculating combines have 
bought into textile companies as well as other enterprises for the sole purpose 
of liquidating going concerns. Our research department is ready and able to 
give ample evidence of this if there is any question. 

The A. D. Juilliard & Co. plant in Chadwicks, N. Y., was a going operation. 
There was no outstanding disputes with labor or anybody else. The immediate 
market did not look too well and the possibilities of making ready cash were 
more available so the banks moved in to liquidate this unit of a large company. 

Unless the tax loopholes will be plugged wherein companies and speculators 
can make more money on wrecking companies than they can on operating them, 
the incentive for doing so will continue at the expense of eastern industry and 
be a further spur for shifting of industry away from the State of New York. 

The financial interests who are behind some of these companies who are shout- 
ing so loudly and furiously about southern competition are the ones who are re- 
sponsible for stimulating this southern competition way beyond the natural and 
economic development which the South would require. 

In recent years we have noticed in many of the Southern States and com- 
munities * * * continuing the policy of— 

1. Building plants for new industry. 

2. Floating loans for new industry under exceptional advantageous con- 
ditions. 

3. Establishing exempt or preferential tax position on these new prop- 
erties. 
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It will be necessary for the Federal Government to attach certain prohibitions 
to Federal expenditures within the States who engage in this sort of cutthroat 
competition. Or the tax legislation will have to be so amended that where cities 
or States make such concessions to new industry, these concessions shall be con- 
sidered as income to the recipient companies and shall be taxed up to the point 
that whatever advantages these companies receive as a result of such concessions 
shall be wiped out. 

The other alternative is for the Eastern States to start making the same sort 
of proposals to attract industry as the South is now making. It is a sad com- 
mentary for American industry, very often with strong eastern financial con- 
nections to be shouting about free enterprise and private incentive economy- 
looking for all sorts of socialized and subsidized Government backing. 

At present there is quite a controversy regarding the operation of the Walsh- 
Healey Act as related to minimum wages. Many of the woolen and worsted com- 
panies in the East who are paying minimum wages far in excess of $1.20 per hour 
are putting legal and other roadblocks in the way of putting into effect the $1.20 
minimum in the woolen and worsted industry and have joined hands with other 
companies, principally southern, who are opposing this. 

The same is true of the cotton and rayon industry as related to putting into 
effect the $1 per hour minimum but here the opposition is more obviously 
southern inasmuch as the cotton and rayon industry had more definitely shifted 
to the South. In this case the southern mill interests with some blind followers 
in the East have taken advantage of the Fulbright amendment to the Walsh- 
Healey Act to go in the courts to prevent the minimum wage orders in these two 
industries from being put into effect. It is my opinion that the roadblock amend- 
ment to effectively enforce the Walsh-Healey Act ought to be abolished. 

Likewise, at the earliest opportunity, consideration ought to be given to the 
raising of minimum wages provided for under the wage-and-hour law from 75 
cents to something over $1. The wages paid in the Bast, except in a few sweat- 
shops are now way over the $1 mark and the cost of living more than justifies it. 

Unless a rounded policy for national development as compared with sectional 
advantages is worked out by Congress before an economic slump hits this country, 
New York State and other States similarly situated will be hit so that they will 
never recover. 

Very truly yours, 
JAcK RUBENSTEIN, 
New York State Director, 
Textile Workers Union of America. 


TEXTILE WORKERS UNION OF AMERICA, RESEARCH DEPARTMENT, NEW York, N. Y. 


TABLE I.—Employment in the textile mill products industry, in New York State, 
by industry division, February 1951 and August-September 1958 * 





February August 1958 
1951 


| Decline, 1951-58 
| Nuniber Percent 


34, 400 
7, 600 
4, 000 
5, 200 

13, 300 


‘Bare Mil) predwits.......5,0.~.5.5.--..-...! 96, 100 56, 700 
Broad woven fabrie¢ mills............----- 12, 500 4, 900 
CE ee ee ee ee 31, 400 27, 400 
Dyeing and finishing textiles...._........_- 11, 400 6, 200 


Carpets, rugs and other floor coverings - ---- | 18, 700 5, 400 


New York: | 


1 Latest available figure is given. 
Sources: State Labor Departments. 
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TABLE III-A.—T eatile mills liquidated in New York State, 1955-58 * 


Mill and location 


Academy Knitted Fabrics 
Corp., Mount Vernon. 
Ackshand Knitting Co., 
Ballston Spa. 

Allied Yarns Corp., New 
York City. 

Augusta Knitting Corp., 
Utica. 

Bigelow-Sanford . Carpet 
0,, Inc., bulk of plant. 
Axminster weaving 

unit (last of plant) 
Amsterdam. 
Champlain Spinners, Inc., 
Whitehall. 
D’Oro Novelty Corp., New 


York. 

Du Pont (E. I.) de Ne- 
mours, Inc., Buffalo. 

Empire Worsted Mills, 
Inc., Jamestown. 

Felters Co., Johnson City_- 

Gloversville Knitting Co., 
Johnstown. 

Herzl Textile Dyeing 
Corp., Brooklyn. 

Independent Textile Dye- 
ing Co., Farmingdale. 

Kahn & Feldman, Inc., 
Brooklyn. 

Lifalco Manufacturing Co., 
Little Falls. 

Lockwood Dutchess, Inc., 
Wappingers Falls. 

Mohasco Industries, Inc., 
Hudson Falls. 

National Automotive Fi- 
bers, Inc., Cohoes. 

Queens Textile Mills, Inc., 
Long Island City. 

Spa Yarn Co., Ballston Spa. 

Textron American, Inc., 
R. W. Bates dyeing divi- 
sion, Garnerville. 

Up-to-Date Yarn Dyeing 
Co. (partial), Brooklyn. 

Waterville Textile Mills, 
Waterville. 





Date closed 


November 1957_- 
December 1956__ 


January 1957__-- 


January 1957___- 
May 1958 
April 1955 
February 1955_-- 


December 1957 
January 1956___- 


May 1958 _ - 


October 1955_. -- 
August 1958 
Mid-1958 

1956 

March 1955--..-- 
Summer 1955...- 
January 1955__-- 


June 1956 





Product 


Knitted fabrics 
Knitted gloves__......_._- 


Cotton, rayon, and wool 
yarns. 

Knit sportswear and sleep 
wear. 

Axminster 
carpets. 

Axminster carpet weav- 
ing. 


and velvet 


Spun synthetic yarns _-___- 

Wool novelty fabrics 

Rayon staple fiber and 
tire yarn. 

Worsteds for men’s wear-- 


Wool felt 
Knit gloves 


Dye and finish 

Dye synthetic fabrics - -_-- 

Synthetic yarn throwing -- 

Knit underwear 

Bleach and finish cottons. 

Carpet-yarn winding___--- 

Auto-seat pads 

Upholstery and drapery 
fabrics. 

Woolen knitting yarns__- 

Dye and finish synthetic 
fabrics. 

Yarn dyeing 


Knit outerwear, under- 


wear, cloth. 


Number 
employed 


Union 


100 | 
100 | 
50 
150 


ILGWU. 

International 
Glove Workers. 

ILGWU. 

TWOA. 

TWOA., 


UTW. 

TWUA., 

Independent 
union, 

UTW. 

| TWUA, 


TWODA. 
None. 
UTW. 
TWUA, 
None. 


TWUA, 





TWOA. 
TWOA., 


TWUA, 


TWUA. 





Excludes small New York City dyeing plants; includes reports through October 1958. 
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* Includes narrow fabrics, cordage, lace goods, felt goods, coated fabrics, etc. 


? Excludes small New York areadye shops. = 
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Mr. Rupenstern. Inasmuch as my written testimony parallels much 
of the testimony that has been given by others and I assume, will be 
given during the course of this hearing. 

I might say that one of the plants that has been hit very severly in 
New York States is the Utica-Mohawk cotton mill. This was the last 
fine cotton goods weaving plant in the State of New York. When 
that went, there was no other plant of similar nature left in the State 
of New York. 

That plant existed in the city of Utica for over 100 years. It was 
moved by the owners of that company to Seneca and Clemson, S. C. 
and were then sold out to the J. P. Stevens interests about 1951. 

What is important, and this I would like to stress, in places like 
Utica and even more especially in the smaller places like Chadwicks, 
Fort Plain, Clark Mills, Fulton, Johnson City, Little Falls, Ballston 
Spa, Jamestown and Ticonderoga, all of which lost textile mills in 
recent years, these closings were major events in those communities. 

I append to this testimony a table prepared by the research depart- 
ment of our union giving greater details on the loss of plants and 
mills in this State. (See table I.) I also attach an older table, also 
worked up by our research staff, showing in considerable detail the 
textile mill liquidations in New York State between 1946 and 1953. 

The last 6 years the three Middle Atlantic States lost some 66,525 
textile jobs. A full third or 24,255 of these job losses occurred in the 
State of New York. 

These figures may not appear catastrophic as compared with the 
total employment in New York State. But in terms of the member- 
ship of our union in the State, this has been over a 50 percent loss; 
Sad in terms of the particular places in the State where the losses 
occurred the unemployment created at the time was serious and pro- 
longed. The impact of these losses has had a major effect on all of 
these communities. 

In Utica, N. Y., which lost the Utica Knitting Co., as well as the 
Utica-Mohawk sheeting mills—a brand name that had a wide renown 
in this country for generations—the city as a whole has now prett 
well rallied from loss of the almost 4,000 jobs that disappeared with 
the merger of the company and the migration of the operations. In- 
deed, many of our former employees are better off today than when 
they worked in the old textile plants. But this is a rare and unusual 
situation. Nearly all of these former textile centers remain in a 
crippled condition for years and years after a major mill closing. 

Parenthetically, let me observe that no one can be sure whether 
Utica’s recovery is due to good fortune or good management. It 
would be well worth the time of some expert group to study just what 
happened there and get an answer which could be of very great help 
to all such communities. The fact cannot be overstressed, however, 
that for a large segment of the former Utica textile workers, some 
of them with up to 40 years continuous service in those closed mills, 

the plant closings were a cruel blow. These older people at Utica, as 

the. subcommittee must be well aware by now, just don’t find jobs 
elsewhere. 

A few of the laid off men and women were quickly eligible for 
social security which, while inadequate, does provide a dependable 
pittance. Most of the senior personnel who were laid off had some 
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years of joblessness ahead of them before they could collect their pen- 
sions. A few of these oldtimers had savings or had families in a 
ition to help. But a surprising number were without resources, 
ome families had accumulated almost nothing as a result of bad luck 
or ill health, and so forth. These men and women suffered not. be- 
cause of wage losses, but the moral effect of losing what had seemed 
to them completely secure employment was shattering. The effect on 
some of these workers when they are turned out on the street is one 
of the cruelest and most pitiable things that those of us who have 
been obliged to officiate at these liquidations year after year have ob- 
served time after time. 

These economically displaced elderly families in textile communi- 
ties fared much worse, I sometimes feel, than did the displaced fami- 
lies from abroad who were guided and assisted when they came into 
our cities and towns. Senator, I want to call particular attention 
to the Alexander Smith closing. At the time of the Alexander Smith 
closing, and in the years subsequent, this affair was given wide pub- 
licity—most of it slanted or just untrue. A terrific effort was made 
to sell the country the idea that Yonkers wasn’t hurt by the departure 
of the carpet plant. The Reader’s Digest among the national publica- 
tions which printed articles about this unhappy affair, even intimated 
that the elimination of this concern turned out to be a blessing rather 
than a blow. I have here with me witnesses who can give you the 
truth about what has happened in Yonkers as a result of the Alex- 
ander Smith closing. Let me say flatly, however, that it is absolute 
nonsense to assert that more people are now employed in the old 
buildings which formerly housed the carpet mill than were employed 
when the mill ran at or near capacity. Most especially the fact is not 
brought out that these new concerns that are induced to locate in these 
empty old factories invariably pay low wages. In the main they are 
paid $1 and $1.25, and rarely pay over $1.40 and where they pay that, 
that is in a minority of the cases. Except in rare cases these new out- 
fits are not solid or dependable concerns which can contribute to the 
economic stability of a given city or locality. 

The brutal and undeniable fact that the subcommittee must under- 
stand is this: In all these communities in different parts of New York 
State, which we enumerate in our statistical tables as places where 
textile plants have closed, hundreds and hundreds of men and women 
who were thereby cast adrift have not been absorbed in other types of 
employment in all these years and continue to be sources of economic 
and social ill health wherever they exist. This problem has been 
ignored or neglected by State agencies, by the Federal Government 
and by voluntary agencies as well. All will have to share the blame 
if we continue to ignore and pass this situation by. 

Another of my colleagues will deal more fully with the closing 
of the Bigelow-Sanford carpet mills in Amsterdam, N.Y. This plant 
at its peak employed as many as 3,000 persons and still had 1,800 on 
its rolls when the Amsterdam operations were closed out and the 
operations moved to Thompsonville, Conn. The point I wish to make 
about Amsterdam—a city of about 33,000—is that after the flight 
of its principal source of employment, a citizen group was established 
which called itself Industry for Amsterdam Committee which, as its 
name implies, undertook the job of securing new industry. The re- 
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sults up to now have been so insignificant that the townspeople have 
come to realize that the only hope for a distressed area of this ty 
is via some assistance from Federal and State Governments. I aa 
no apologies for becoming just a little political at this point; the 
vote in Amsterdam this year reflected, I believe, the very real feeling 
which has grown up in this community as a result of its bitter experi- 
ence of the past few years that the President’s veto of the area 
redevelopment bill was il] considered and deeply resented. 

In the city of Stottville, on the outskirts of Hudson, N. Y., A. D. 
Juilliard mills, which enjoyed a continuous and quite profitable oper- 
ation in that community for over 100 years, was liquidated in April 
1954. 

In all of these situations there is a general pattern of transfer, 
consolidation, and liquidation. Let me read to you a memorandum 
which I have here on liquidation of the Stottville, N. Y., A. D. 
Juilliard plant. 

Facts concerning the liquidation of A. D. Juilliard plant, Stott- 
ville, N. Y.: 

(1) On August 26, 1953, the board of directors of United Mer- 
chants and Manufacturers, Inc., authorized the purchase of all the 
outstanding stock of A. D. Juilliard & Co., Inc., on the basis of an 
exchange of stock. Women’s Wear Daily quoted a Juilliard spokes- 
man as saying that “United Merchants’ approval has been given to 
continuance of its (Stottville plant) operation.” 

(2) The Stottville plant was sleonbin September 1953, displacing 
800 remaining workers. 

(3) The exchange of stock went into effect in October 1953 and 
the company sold the Stottville plant, exclusive of real estate, to a 
liquidator in April 1954. 

(4) The annual report of U. M. & M. for the year ended June 30, 
1954, notes the effect of its acquisition of the Juilliard stock upon its 
tax position in the following words: 

“During the year the corporation acquired the outstanding capital stock of a 
subsidiary company and, in connection with the discontinuance of certain oper- 
ations of the acquired subsidiary prior to and following the time of acquisition, 
losses were realized from the liquidation of inventories, the closing of mills 
and the sale of real properties. These realized losses and additional anticipated 
liquidating losses were provided for either prior to or as of the time of acquisi- 
tion and, therefore, are not included in the accompanying consolidated state- 
ment of income which includes the operations of the subsidiary company only 
from date of acquisition. 

The corporation estimates that the deductions of such liquidating losses (to 
the extent realized) and the use of carrybacks and carrovers of operating losses 
of subsidiary companies for purposes of computing Federal taxes for the year 
ended June 30, 1954, which was approximately $1,300,000 less than would have 
heen required had such factors not entered into the tax computation. 


As of June 30, 1954, the unused loss carryovers of subsidiary companies for 
Federal and Canadian tax purposes was approximately $14 million. 


That is something the committee ought to ponder on. I daresay 
that if a study were made it would be found that at least one-third 
. or better of the textile oo that were liquidated were stimulated 


as a result of the loopholes now to be found in the tax laws. I don't 
think we can find any fault with the United Merchants and Manu- 
facturers for picking this ripe plum because had they left it hanging 
there, it might have falled in some other company’s lap. 
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It becomes the duty of the legislators and lawmakers and adminis. 
trators to close up these types of loopholes and prevent this form of 
unfair competition. Not only is this disastrous for the company and 
the communities involved, but its immediate impact on the rest of the 
industry works havoc because at the moment in which they are liqui- 
dating and unloading the inventory that is at their disposal, it is 
done in such a manner as to undermine the whole structure of the 
market. When these goods get dumped, they are dumped without 
any consideration to the costs or at least to the previous costs. 

Senator Pastore. I ought to say, Mr. Rubenstein, a lot has been 
said on that and we do have a very complete record on this subject. 

Mr. Rusenstern. I hope very sincerely the committee will give this 
matter attention. 

I am enough of a realist to see that as long as speculators can 
make money by buying out companies rather than ert them, 
they will continue to do so. Yet it is equally clear that the Govern- 
ment cannot stand by and permit this type of freebooting to con- 
tinue at the expense of the worker, the community, and the Federal 
Treasury. ’ 

We in New York State, who over the years have bent every effort 
to achieve good labor-management relations, to maintain efficient, 
economical operation of our plants and to keep our employers as com- 

titive as possible, but despite all this have faced liquidation after 
iquidation, say to you, Mr. Senators, that it is high time the Gov- 
ernment stepped into this picture. We New Yorkers, long ago real- 
ized that mere sentimental attachment to our State isn’t enough to 
persuade manufacturers to stay put in the places where they first 
build their fortunes and in those communities where the workers were 
for so long identified with the welfare of their companies. 

We are not saying or intimating that industry should not expand in 
the South or anywhere else. All that we are saying here is Govern- 
ment must recognize, and frame laws accordingly, that over the long 
haul, no segment of our economy, no section of our country, can really 
profit by. sacrificing one place or one industry for the benefit of 
another. 

At this time, if I may, I would like, if ever so briefly, to call upon 
some of the workers that are still working in the textile industry and 
some who are unemployed and others who have been fortunate enough, 
and I use the word “fortunate” in :uotations to get jobs elsewhere, 

I would like to ask some of the former employees of Alexander 
Smith if they would come up at this time. 

Senator Pastore. All right, sir; give us your name and tell us what 


you did. 
STATEMENT OF JOHN KOSAREK 


Mr. Kosarex. My name is John Kosarek and I worked at Alexan- 
der Smith for 19 years as a heavy maintenance mechanic. At that 
time I was earning, before the mill closed down, an average rate of 
$2.50 an hour. When they closed down, I went looking for work. 
It was 6 months before I could get a job and it was a civil-service job. 

I had to take some tests and I started at $1.60 an hour. So for 6 
months I was kicking around and even the job I did get as a civil- 
Sere ees I was practically told, at the age of 36, I was a little 
too old. 
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Senator Pastore. Who told you that? 

Mr. Kosarex. The man that hired me, and having passed the test, 
he told me I ought to take it. 

Senator Pastore. Imagine, Strom, how tough it is getting for you 
and me. 

Senator Tuurmonp. What kind of work are you doing now? 

Mr. Kosarex. Custodian of a high school. 

Mr. Rusensrein. Is that taking advantage of your skills there as 
custodian ? 

Mr. Kosarex. No question about it, I was desperate. I had a fam- 
ily and I had to get a sep someplace. 

Senator Pastore. Did you have to move out of Yonkers? 

Mr. Kosarex. No; I have to travel, which is an expense to me, and 
like right now, at the present time, I am getting about $2 an hour 
and you have to deduct from that your gas. 

Senator Pastore. How long did you work for Alexander Smith? 

Mr. Kosarex. Nineteen years. I started when I was 17, and when 
they closed down I was 36. 

calor THurmonp. You are not using your skills now that you 
acquired at your former position ? 

r. Kosarek. No, sir; I use a mop and broom. 

Senator Tuurmonp. In other words, going into entirely new work. 

Senator Pastore. He is a janitor now. 

Mr. Kosarex. That is right, plain janitor. 

Senator Tuurmonp. Custodian. 

Senator Pastore. That is a fancy name for janitor. 

Mr. Rusenstern. John, how much an hour less are you earning 
now ¢ 

Mr. Kosarex. Roughly speaking, I would say, 67 to 70 cents an 
hour right now. 

Mr. Rusenster. All right, Jack. 


STATEMENT OF JOHN HYNES 


Mr. Hynes. My name is Jack Hynes. I am an experienced carpet 
weaver. My earnings ran an average of $2.48. At the time of the 
mill closing, I had been sick. I was broke; my wife took a job and 
she had suggested I look around until I get something that I would 
be happy with and go along with. Incidentally, I was 49 years of 
age when the mill closed. I had 25 years’ service. 

We were not offered jobs when they moved. I thought many of 
us would have took it aya My wife suggested I look around and 
try to get something I could live with. T done some looking all 
right. I went to work in a dairy, work was too tough for me. I 
worked there 13 months and the work was too tough. I had to quit. 

I went to shaping-ups at the Teamsters, Chauffeurs locals, expectin 
to get a driving job but they must have thought I was a lumberjack 
and they kept sending me to lumberyards and I got sick and tired 
of shoveling 

Mr. Rupenstetn. What do you mean “shaping up” ? 

Mr. Hynes. They send out where help is needed and I got yard- 
man jobs. It was too tough again. I was 50 years of age, so I quit 
that and I went into a factory making batteries. I only worked there 
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a month. Every second one was out sick with lead poisoning, so I 
said, “T’ m _ going to get out of here before I get sick with lead 
poisoning.” 

I went to another place where there was supposed to be an 0 
portunity. It paid $1.50 an hour. The opportunity was to work 0 
hours a week, if you wanted it, so I lasted 3 weeks there and got out 
of there. 

I went to Fuller Brush, house to house, selling housewares. Well, 
that wasn’t too bad. It wasn’t for me. I had to be out day and 
night. I just didn’t go for that. 

{r. Rusensrern. Did you earn anything on that ? 

Mr. Hynes. The earnings weren’t bad. I averaged pretty nearly a 
hundred dollars a week, but the hours were too long. I’m a family 
man. Incidental to this, when I was a boy, I had some experience in 
a printing business and when I first became ‘unemploy ed, I tried to get 
reestablished in the printing business, but the gap in my experience 
and my age, I couldn’t get anything in the printing business. 

Well, after finishing up with Fuller Brush, I seen an ad in the 
paper for a boy wanted at $1.40 an hour, apprentice helper. I said, 
“Well, I will take a chance,” so anyway, I’m one of the more fortun- 
ate ones. I took the job. I’m now getting $2.20 an hour. I’m with 
the firm 2 years. I don’t think I will ever go much higher but it isa 
living. 

But the city of Yonkers is haunted with people going around—— 

Senator Pastore. Go ahead; take a drink of water. You have a lot 
of friends here. Say it your way, don’t let it bother you. 

Mr. Hynes. You hate to meet people. They worked with us, they 
were paid good money, and today 

Senator Pastore. All right, why don’t you wait a few minutes?) We 
will come back to you. 

Mr. Hynes. Well, let me get it out. Today they are not doing 
anything. 

Senator Pasrorr. You mean there are a lot of people in Yonkers 
just like you? 

Mr. Hynes. They walk around and you hate to meet them and tell 
them you have a halfway decent job. They are not doing anything or 
they have a porter’s job or they work part time for the county raking 
leaves in the summertime or something like that. Well, that is 
about it. 

Senator Pasrorr. Thank you very, very much. 

Mr. Rusenstei. John, you said that you are more fortunate than 
the other ones. Would you say there are many people around Yonkers 
that have not been able to get as good a job as you or any job at all? 

Mr. Hynes. The city is full of them. The relief rolls i in Yonkers 
would tell a very interesting story probably. The city is just full of 
people that have never gotten anything to do since their unemploy- 
ment insurance.ran out. “They have had nothing. There is one Polish 
neighborhood, you walk there, it is like a h: aunted town. John would 
know about it. 

Senator Pastore. All right. Any others? 
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STATEMENT OF MICHAEL SULLIVAN 


Mr. Sutiivan. My name is Michael Sullivan. I worked for Alexan- 
der Smith 22 years. They closed down when I was 59 years of age. 
I had no prospects of any work anywhere but I finally went to an 
institution for emotionally disturbed boys. I got work up there as a 
night watchman for $2,400 a year. 

ncidentally, my wages in Alexander Smith was $2.25 an hour. I 

t work up there for $2,400 a year and I stayed on that watchman’s 
job for about 3 months. Then I saw an opening as a switchboard 
operator and I asked for the job. 

They asked me if I had any experience but I told them I did relief 
once in a while and I had never seen one of the things before and 
they gave me the job. I went on and since that time, well, I went 
from $2,400 a year to $2,850, which is my present income now. 

Mr. Rupsensrern. Moving away from Alexander Smith, I want to 
introduce a witness from a plant which is making a heroic effort to 
continue operation, one of the last quality woolen mills left in the 
State of New York. 

Senator Pastore. May I interrupt you to ask you how much longer 
youare goingtobe? 

Mr. Rupsenstetn. Oh, about 10 to 15 minutes. 

Senator Pastore. That is pretty long. We will recess until 2:30 

.m. 
(Whereupon, at 1:05 p. m., the hearing was recessed to reconvene 
at 2: 30 p. m.) 
AFTERNOON SESSION 


Senator THurmMonp. Ladies and gentlemen, if we may have quiet 
we will proceed with the hearings. Senator Pastore will be in a little 
bit later. He said to proceed if he is not here. 

Mr. Rubenstein, I believe you were testifying, were you not? You 
may continue. 

Mr. Rusensrern. When we adjourned, I was on the verge of in- 
troducing a representative of our union in one of the plants that still 
is in operation. This is one of the last of the quality woolen mills in 
New York State that has been making a herioc effort to continue to 
exist and where wages are still something that you like to identify 
with the textile industry because they are what we like to think of as 
the American standard wages. 

At this time, I want to introduce Alice Lozier who has been active 
in our union, and is an employee of the company, to tell us about what 
is happening to that particular plant. 

Senator THurmonp. Tell us the name and the company you have 
been with and proceed. 


STATEMENT OF ALICE LOZIER 


Mrs. Lozirr. I am Alice Lozier and I work for Stroock & Co., in 
Newburgh, N. Y. Our plant has been operating fairly successfully 
in comparison to other woolen plants. We have enjoyed a very suc- 
cessful year, I think, which mainly was due to the fact that other 
specialty houses who manufacture the same quality material as we do 
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are now out of existence or so bad off that they might just as well be 
as in reference to Juilliard, Forstmann, who were always competitors 
of Stroock. 

About 10 years ago our plant employed approximately 500 people 
at full capacity, maybe a few more or a little less. Right now, I 
would say about 5 years ago, due to the insight of our president, Mrs, 
Murphy, she instituted an incentive system. We had an industrial en- 

ineer come in and go through the whole plant and modernize it. She 
elt that we had to pick up this thing to go on to survive and we must 
keep up with the industry and keep ahead of everybody else. 

We, as a result of that, lost many employees. The ones who were 
there that remained, picked up maybe a little bit of wages due to the 
incentive system, where they produce more than their average day’s 
work, they get paid, they get compensated for it. We then lost, I 
would say, then we had about 300 people, so between maybe a little 
slow time in around 1952 and the incentive system being instituted in 
our mill, we lost a couple of hundred people. Like now we are op- 
erating at approximately 185 capacity. We people are putting out 3 
and 4 times the amount of work that we did previously although we 
are making good wages, we are by no means making 3 or 4 times what 
we did make, I mean, increase our wages 4 times. 

Senator THurmonp. What is your salary now? 

Mrs. Lozrer. I am a mender and I make approximately $2.15 an 
hour. It varies. We work piecework, but while our department in 
the mill is enjoying a good year, it is not so with some of the other 
departments in our mill. Our work is strictly hand weaving. We 
fix any flaws in the material, and this cannot be speeded up by ma- 
chinery, no technological changes in any way speeded up the job. So, 
where the rest of the mill is working 4 days, some of our workers have 
been working 29 hours a week, men who have to support homes, and 
these are not the people that are the high wage people. These are the 
people who make $1.53 an hour, $1.48, wages of that variety. 

And we certainly hope that Stroock has a future because we are 
looking to Stroock for our future and we hope that the committee will 
do its best to help us to maintain a future for ourselves and for Stroock 
asa woolen mill. And we certainly in our area have been, the people 
that were replaced as a result of the incentive system have taken jobs, 
many of them went to work in pocketbook factories, small cotton dress 
factories, which are very prevalent around Newburgh. In fact, I 
think Newburgh is the pocketbook center of the East. Their wages 
there are far from what they used to be, probably $1—maybe some of 
them make $1.25 an hour. They are not enjoying prosperity as some 
of the ones that were left. 

Also, a threat to our area right now is the future intentions of Firth 
Carpet Co. which is located in a small city below us—Cornwall, N. Y. 
They are moving south. I do not know how many hundreds of people 
are going to be displaced in that area, but it certainly is a threat to our 
town, our industry, our general outlook economically and we are very 
concerned with this. We also lost a small dye shop; they made screen 
prints. They did not employ too many people, but they moved out of 
Newburgh; and Steinfield Fabric, which is another textile, one of our 
textile industries, is enjoying a fluctuating business. Either they are 
very busy and then they have very slow seasons and they haven't been 
enjoying the prosperity they did in the past either. 
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So our picture of those who are still employed in the mill, we are 
greatly hoping that we will continue, but we do need help. 

Mr. Rupenstern. Where do you need that help, Alice? 

Mrs. Lozrer. As expressed by our president, Mrs. Murphy, the tariffs 
on imports have been hurting us. They have been hurting us for a 
long time; especially British imported tweeds and woolens, they do 
great harm to our business and they are flooding the market and they 
are putting them out on prices that Stroock cannot maintain its quality 
and produce for that kind of money. It is just not possible. 

Senator Tuurmonp. In other words, you are saying that your com- 
pany cannot compete with the imported fabrics? 

rs. Lozrer. No, and not maintain the quality that Stroock has 
always maintained. 

Mr. Rusenste1n. Is there anything else you wish to say ? 

Mrs. Lozier. No. Thank you. 

Mr. Rupsenstern. At this time I want to introduce a number of 
people that were employed by the plant I made reference to in my tes- 
timony, the A. J. Juilliard Mills. I have a number of people here 
that were formerly employed by that company. Is Pauline Yerrick 


here ? 
STATEMENT OF PAULINE YERRICK 


Mrs. Yerrick. I am Pauline Yerrick. I was a spooler and I 
worked in Juilliard for $1.52 an hour, and when the mills went down, 
there was just not anything around. I finally found a job in small 
stores, 90 cents an hour; had to work hard. And then after that, I 
have been working in a box shop in which I make $1.09 and the condi- 
tions certainly are not what they were in Juilliard. It is a small 


lace. 
: Senator Tuurmonp. What did you make at Juilliard ? 
‘ Mrs. Yerrick. I was a spooler and we made woolen cloth. I made 
1.52. 
Senator Tuurmonp. $1.52, and you are now working where? 
Mrs. Yerrick. I am in a box factory making $1.09. 
Mr. Rusenstern. Did you leave Juilliard and go to work for the 
box factory right away ? 
Mrs. Yerrick. No, it was a number of years. I worked in a store 
before that. 
Mr. Rupenstein. There was a period ? 
Mrs. Yerrick. There were no jobs to be found around. 
Mr. Rusenste1n. What would you say is the status of most people 
that worked in Juilliard ? 
Mrs. Yerrick. Most of the men are working for very much lower 
wages and they have to travel miles and miles. 
Mr. Rusenste1n. How far do they travel ? 
Mrs. Yerrick. Some go to Schenectady, some travel 50 miles, some 
60. 
Senator TuurmMonp. Have very many families moved away? 
Mrs. Yerrick. Some have moved away and their homes have be- 
come rundown. 
Mr. Rupenstein. What happened to Juilliard as a plant and mill? 
Mrs. Yerrick. Well, they are becoming very rundown. There 
are a lot of small shops which are paying the men the highest wages; 
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some make $1.25 an hour. And then they have a chicken industry 
How many men they employ, maybe 5 or 6, that is all in about 2 build- 
ings where Juilliard had maybe 200 people in those buildings. 

So, on an average, Juilliard had around 800 people, and I would 
say now all of these mills employ—lucky if it is 100 to 200 people in 
all of them. 

Senator THurmonp. Are you married? 

Mrs. Yerrick. Yes. 

Senator TuHurmonp. Do you have any children ? 

Mrs. Yerrick. Yes. 

Senator THurmonp. Is your husband working? 

Mrs. Yerrick. Yes. 

Mr. Rupenstern. Is your husband earning enough money to take 
care of the family needs? 

Mrs. Yerrick. Well, there is never enough money now. If he made 
enough I would not be working. 

Mr. Rusenstern. What sort of job does he have? 
Mrs. Yerrick. He drives a truck. 
Mr. Rupenstern. Charlotte Marsh. 






STATEMENT OF CHARLOTTE MARSH 


Mrs. Marsu. I am Charlotte Marsh and worked for Juilliard 18 
years at about $1.52 an hour. Then went to work in a store for $0.90 
an hour. Then later on got into Highrock which pays $1.70. We are 
out of work right now. “They laid us off due to bringing in imported 
yarn, so that leaves less work for us. Outside of that, same thing 
happened as Pauline said. 

Senator THurmonp. All right. Are you married / 

Mrs. Marsn. Yes. 

Senator THurmonp. Do you have a husband / 

Mrs. Mars. Yes. 

Senator THurmonp. Is he working ? 

Mrs. Marsu. He is a bookkeeper for the Lincoln-Mercury people. 

Senator THurmonp. I forgot to ask this lady here if she was 
married. 

Mrs. Lozrer. Yes, I am. 

Senator THurmonp. You have a husband / 

Mrs. Lozrer. Yes. 

Senator THurmonp. Is your husband working ? 

Mrs. Lozrer. Yes. 

Mr. Rupensrern. Florence Nytransky. 





STATEMENT OF FLORENCE NYTRANSKY 


Mrs. Nyrransky. I am Florence Nytransky. I worked in Juilliard. 
After I got laid off from there I was unemployed for a while. Then 
I got a job i in a store for $0.90 an hour. And after that, I went over 
to “Highrock, and worked at Highrock where I made $1.70 an hour. 

Senator THurmonp. $1.70? 

Mrs. Nyrransky. Same as Mrs. Marsh. I am laid off at the present 
time because of the imports of foreign yarn. 

Senator THurmonp. What did you make at Juilliard / 
Mrs. Nyrransky. $1.52. 
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Senator THurmMonp. You are making more than you made then? 

Mrs. Nyrransky. Yes. I didn’t work very often when I worked 
at Juilliard and now at Highrock we are not working very steadily 
either. 

Senator THurmonp. Thank you. 

Mr. Rusenstern. I want to introduce one witness that worked at 
Highrock, another woolen mill in that area, Harry Roraback. 


STATEMENT OF HARRY RORABACK 


Mr. Rorapack. My name is Harry Roraback. I work for Highrock 
mills. I am a frame spinner. We work some 2 and 3 days a week, 
and some—well, we laid off 2 weeks, and then we work a week, and 
due to imported yarns, like we get yarn from England, and England 
gets the stock from Communist China. Well, we can’t get the stock 
trom there, so we have to take the finished yarn from England, so that 
takes away work from us. 

Mr. Rupenstetn. How bad is it right now? 

Mr. Rorapsack. Well, we are closed down again. We laid off 2 
weeks, worked a week, and laid off now again. We do not know when 
we go back. 

Senator THurmMonp. Do you have a family to support? 

Mr. Rorapack. Yes, I have a wife. 

Mr. Rupenstern. This concludes our testimony. At this time I 
want to introduce Mr. John Arpino, who works in another branch 
of the textile industry, the cordage industry, which because of gov- 
ernmental policy or I should say, lack of policy, is on the verge of 
complete annihilation, at least one sector of it, and I will make way 
for Mr. John Arpino at this time. 

Senator Tuurmonp. Thank you very much. 


STATEMENT OF JOHN ARPINO, TEXTILE WORKERS UNION OF 
AMERICA, AFL-CIO 


Mr. Arpino. Here are pictures of our company loom yarn crew, 
which is issued by the company, showing the scrapping of machinery, 
and in addition, I would like to submit our arguments before the Office 
of Defense Mobilization in 1956, which I think will expedite some of 
this. It gives you the full details of everything that has happened 
since. 

I would also like to report statements to the Department of Com- 
merce, and exports, which will also expedite. 

Senator THurmonp. Just a minute. These figures that you have 
just given me will be incorporated in the record. 

Mr. Arprno. Thank you. 
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(The documents are as follows :) 


Imports of baler twine into the United States entered for consumption, 
January—July 1958 


[From Seere Institute New York, N. Y., Oct. 7, ea 








| 
Country 7 








| 
Pounds | Dollars | Unit value 
| | | 
a — — =| — — . L$ 
| | 

Gemeee ss... 0.5. cs eh eee - rae an Se 13, 937, 603 | 2, 001, 810 | 0. 144 
Mexico. -- sae to $ 76, 502,620 | 8, 150, 918 | 107 
eet nn none cewtinkan sie Raabe bias | 17,323, 266 900, 442 | .13 
ed na dlamneeer ; 2, 744, 212 317, 743 116 
DOM ok BUR Neh Las | 6, 583, 916 | 925, 864 | "141 
United Kingdom. _----------272- Milipieessesseccess----| 6,420,798 | 925, 660 | “134 
POCO os cincs ss ccc ce cece iuismele ; - 17, 487, 117 2, 564, 324 147 
Belgium and Luxembourg -............-..--.--..------- : 8, 793, 229 | 1, 171, 237 | 133 
I ah se. Ae hone thins tnledhonaapeens eee | 4, 841, 094 | 611, 864 1% 
WEA tee ot ik Le is i 6, 791, 580 854, 149 | 198 
diet Dedicate cab chieiady cap th -24 de> «bp ooo tees oh nbs 22, 000 | 2, 714 13 
Union of South Africa _- 4, 653, 020 | 572, 705 | .18 
Ireland....... ........ eh ad. eubiLes dd 378, 384 | 49, 672 | .131 
Rb a dite hoai i ie oes 2, 000 260 . 130 
Bermuda. -.- er ‘ ; 32, 000 4, 280 . 134 
Leeward-Windward Islands____________- 96, 000 11, 684 . 122 
Sweden............ 67, 913 | 8, 890 | . 131 
France ___.- oéheb 171, 117 22,714 | . 1388 
TOC, .uce 157, 347, 869 19, 096, 930 | .121 


' Upon request the Department of Commerce enihietad their May import figure for imports from Cuba 
and advise the figure reported (2,648,250 pounds) should have been 1,141,650 pounds. This revision is 
reflected in the above figures, in both ‘the poundage and unit value. 


Imports of baler twine into the United States entered for consumption, 
January—July 1957 


October 1, 1957 





Country 


Canada. 

Mexico. -_. 

Ca 

Denmark - .. 

United Kingdom - 
Netherlands. - 

Belgium and Luxembourg. 
West Germany- -. ond 
Portugal... _. ; 
Union of South Africa__-.. 
Greece..-.-- ‘ 
Ireland... 

ME asracces 

France_.__-- 

Dominican Republic. 


Total. 
1956 total __-.-- 


[From Cordage Institute, New York, N. Y., € 








133, 000, 000 


8. Department of Commerce. 


Note.—Unit value does not include duty, marine insurance, ocean freight, port or other charges. 


Source: Division of Customs Statistics, U. Preliminary figures. 


Pounds Dollars Unit value 
8, 836, 961 1, 687, 701 191 
55, 314, 122 6, 222, 471 12 
6, 089, 643 760, 887 . 125 
3, 670, 022 520, 321 . 142 
5, 511, 361 784, 368 . 142 
12, 065, 219 1, 772, 700 .147 
6, 104, 671 873, 813 . 148 
3, 205, 147 433, 985 . 135 
2, 419, 438 | 330, 327 .137 
2, 852, 680 639, 938 . 130 
30, 000 3, 410 . 14 
40, 000 5, 450 . 136 
1, 996 291 . 146 
20, 062 2, 578 .12 
128. 000 14, 880 . 116 

106, 289, 322 13, 783, 120 
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Commodity No. 3245220—Jute cordage twine and twist, bleached, dyed, or 
otherwise treated, coarser than 20 pounds 
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Commodity No. 3245320—Jute cordage twine and twist, bleached, 20 pounds 
up to 10 pounds 


Denmark United King- Japan 
dom 
Country of export 


1957 1958 1958 





Commodity No. 3245400—Jute cordage twine and twist, not bleached, 10 pounds 
up to 5 pounds 


Japan 
Country of export 


Port district entry: Charleston, 8. C___..-.-...|--------- 


Commodity No. 3245420—Jute cordage twine and twist, bleached, 10 pounds 
up to 5 pounds 


United Kingdom 


1957 1958 


Country of export | 


Port district entry: Boston_____..______-- b4.« ddotn cb iteteeclt 
| 


Mr. Arptno. My name is John Arpino. 

Senator Tuurmonp. Do you want to put your prepared statement 
in the record in full and then go down and comment on it? 

Mr. Arrrno. I would like to have my statement put in the record. 
I would like to read it. 

Senator THurmonp. We are running pretty close on time and we 
would like you to read fast, if you are going to read your entire state- 
ment. However, these statements are all going to be printed in full, 
and where you put your entire statement in, it might be more bene- 
ficial to us if you give us your offhand impressions of the situation. 
But that is a matter for you to decide. 

Mr. Arrino. I much prefer, Mr. Chairman, to read the prepared 
statement. 

My name is John Arpino. I am a cordage worker and I am presi- 
dent of local 1085, TWUA, whose members are employed at the Co- 
lumbia Rope Works at Auburn, N. Y. The address of local union 1085 
is 7 Water Street, Auburn, N. Y. I am appearing here today both as 
a spokesman for the hard fiber cordage and twine section of the textile 
industry as well as on behalf of my own local organization. 

The Textile Workers Union of America is the collective bargaining 
agent for the employees of the following 11 plants in the industry: 
American Manufacturing Co., St. Louis, Mo.; Columbia Rope Co., 
Auburn, N. Y.; Hooven & Allison, Xenia, Ohio; Thomas Jackson & 
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Son Co., Reading, Pa.; New Bedford Cordage Co., New Bedford, 
Mass.; Plymouth Cordage Co., North Plymouth, Mass.; Plymouth 
Cordage, New Orleans, La.; Rinek Cordage Co., Easton, Pa.; E. T. 
Rugg Co., Newark, Ohio; Tubbs Cordage Co., San Francisco, Calif.; 
ar Rope Works, Beverly, N. J.; Waterbury Rope Co., Brooklyn, 


The TWUA nationally, as well as the group I represent locally, 
have for the past several years tried patiently but persistently to try 
to make the United States Government understand this basic and es- 
sential fact: The ever-increasing amount of hard-fiber cordage and 
twine being imported into the United States threatens to impair the 
security of the United States. 

Back in 1956 our international union appeared before the Office of 
Defense Mobilization in Washington, D. é. and attempted to docu- 
ment the facts about the menace of imports. I quote briefly from 
that statement : 


We urge that the imports be restricted to such quantities as will assure the 
necessary productive capacity for the manufacture of the hard-fiber rope and 
twine required in a national emergency. 

The lessons of the last war have taught us the essentiality of hard-fiber cord- 
age and twine and the difficulties of building up the capacity for their manv- 
facture. We shall not be able to depend upon foreign capacity in case of the 
recurrence of war and we must therefore maintain our own productive facilities. 
The cultivation of the necessary know-how for such manufacture and the devel- 
opment of the many new products and uses required by our military forces and 
civilian economy demand that this industry be a vigorous and prosperous one 
during peactime. Only its protection from the destructive impact from foreign 
imports can assure this result. 

We assume that the trade association on behalf of our employees 
will give you all the necessary data on production and imports, et 
cetera. However, we present herewith, in condensed form, today’s 
overall picture in the industry as we see it. 

Domestic output of binder twine, which used to be the mainstay of 
the twine business in the country, has shrunk from a volume of 127 
million pounds before the war to 10 million pounds in 1957. Imports 
are now 33 million pounds, or 77 percent of binder twine used in this 
country. Befores the war, imports were represented by only one- 
third of domestic consumption. 

The automatic pickup hay baler has caused the use of baler twine to 
take the place of binder twine. Domestic pe of binder twine 
rose until 1951 when it reached a peak of 140 million pounds. But 
that year Congress placed binder twine on the duty-free list and 
since then domestic production has drastically dropped while imports 
have risen sky high. In 1957 imports were 138 million pounds, while 
domestic production was at the rate of 67 million pounds. The per- 
centage of imports is 67 percent. 

Industrial twine has also been hard hit. The reduction of ad val- 
orem rate under the terms of the Geneva Conference resulting from 
an agreement with the Netherlands, seriously hurt American wrap- 
ping twine. We made 36 million pounds of domestic wrapping twine 
in 1950. Last year, in 1957, we only made 20 million pounds in the 
country and imported 32 million pounds. Imports have taken over 
61 percent of this business. : 

he domestic rope industry has been almost ruined by both a ter- 
rific drop in sales and increased imports. In wartime, we sold 283 
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million pounds of rope made in the United States. In 1951, this 
volume had dropped to 126 million pounds; in 1955 to 96 million 
pounds. In 1957, our American-made products of rope were down to 
93 million pounds, Imports of rope were a million pounds in 1957. 
This was roughly 9 percent of the total consumption of rope in the 
United States. 

The research department of TWUA estimates that the number of 
production workers in the hard-fiber cordage and twine industry in 
this country has Grappa from a total of 3,742 in March 1951 to not 
more than 2,000 production workers or less at the present time. 

One of the consequences of the shrinkage in the industry is that a 
considerable amount of equipment is being permanently scrapped. 
This means that jobs are also scrapped permanently. This is an old- 
established industry in which we still have the sons and daughters, 
and even grandchildren, of cordage and twine workers still employed. 
The skills which have been acquired through generations are bein 
lost. Families which have been identified wilt’ toga and twine a 
their lives are forced to migrate to other places and to different in- 
dustries. Many are still unemployed and without hope. The amount 
of suffering and distress this entails is very great and very real. 

Some of our old-established manufacturers are going into other 
businesses completely unrelated to cordage and twine. But in this 
switch, the workers are left high and dry. Let me cite a few cases of 
companies going into new fields. 

r penauth' Canines Co. has acquired two plants from the United 


Shoe Machinery Corp.: the W. W. Cross & Co. plant at Jaffrey, N. H.., 
which manufactures nails and tacks, and the J. C. Rhodes Co. plant 


in New Bedford, Mass., which makes eyelets, principally for the shoe 
industry. 

American Manufacturing Co. has made investments totaling $4,- 
215,000 as of the end of 1956 in various industrial companies, includ- 
ing American Colortype Co. and Mergenthaler Linotype Co. 

n our 1956 presentation to the Office of Defense Mobilization, we 
attempted to show that the Nation’s security is being endangered by 
this shrinkage of the industry. We believe that America’s mobiliza- 
tion needs include the capacity for the production of 400 million 
pounds of rope, 300 million pounds of farm twines, and 60 million 
pounds of essential industrial twines. Our capacity is estimated as 
410 million pounds of rope and 190 million pounds of farm and indus- 
trial twines. There is already a deficit of more than 160 million 
pounds. This capacity included governmental as well as private re- 
sources. Even this total capacity is endangered by the possibilities of 
further shrinkage resulting from the continued deterioration within 
the industry. Every machine which is scrapped reduces our ability 
to meet emergency demands. These demands will continue to grow 
rather than contract as our industrial organization expands. But this 
industry is shrinking. To prevent the catastrophic results of such a 
policy the industry should be permitted to maintain a domestic mar- 

et of the size required by defense needs. 

The result of such a policy would present no hardships for any 
group in the country. Rather, it will maintain an industry with its 

ow-how and employment. The technical facilities, manufacturing 
competence, and research facilities will continue to exist. This will 
assure new and better products and immediately available facilities. 

29350 O—59—pt. 4-22 
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Under the constant pressure of foreign competition, this industry can 
develop products which will serve profitably and productively the 
interests of American industry and farmers. 

(The report referred to above is as follows :) 


TEXTILE WORKERS UNION OF AMERICA, RESEARCH DEPARTMENT, NEW York, N. Y. 


Imports as a percentage of United States market for hard-fiber cordage and 
twine, 1948-57 
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Year Rope Year Rope 
Indus- | Binder | Baler Indus- | Binder | Baler 
trial trial 
1M ass. Lk 23 26 |- 3 || 1953__-_-- 55 53 29 
Beth tpocecs 26 i Rendiamend 4 1954_ nf 56 54 41 
Weeeb Adin eces.s 49 22 6 6 || 1055. --- 60 61 52 
Sw eee 62 33 15 9 Binds « nicain 56 67 60 
pan Sica caee 49 40 29 7 espace 61 77 67 
| 





Source: Cordage Institute and U. 8. Department of Commerce. 


Mr. Arprno. My overall testimony was given as a representative of 
the cordage and twine industry. Now I say a word on behalf of my 
community and the plant I work in, the Columbia Rope Works. 
Unemployment in Auburn, according to the most recent figures re- 
leased by the United States Department of Labor, was as high as 14.7 


Legs We know that as of today the picture has grown worse., 


here are still more jobless. Two other textile concerns in Auburn 
area have laid off workers and have gone on short. time, the Firth 
Carpet Co. and Nye-Wait, Inc. The shoe industry in Auburn has 
been hard hit. One shoe plant has gone out of business entirely 
during this year and another has reduced operations drastically. A 
plastic company in our city moved half its equipment to another shop 
it owns elsewhere, thereby putting about 300 people out of work. 

In heavy industry, the Alco Products, Inc., plant in Auburn are 
presently working about 50 percent of a normal work force. 

The Columbia Rope Co., of Auburn, N. Y., currently have on hand 
in the plant surplus stocks of 756,050 pounds of binder twine, and 
3,511,200 pounds of baler twine, or a total combined surplus of unsold 
stock amounting to 4,267,250 pounds. 

In normal times in the past there would have been no surplus, and 
would at this time of year be working to produce next year’s needs. 
Instead, many of our workers are on short time, or laid off entirely, 
due to lack of work. Additionally, at about this present moment, 
Columbian Rope is removing some 28 spindles of spinning jennies 
with an added potential of removal and discontinuance of perhaps 
100 more which are, and have for some time, been idle for lack of 
work. The company is using the vacant places in the plant where 
machinery used to be to store surplus goods and thus avoids having 
to build a warehouse, which had been contemplated. 

I would like to quote some of the figures I have in regard to the 
jute which has made an inroad into our business. 

I would quote specifically two sources. On commodity No. 
3245200, jute cordage twine and twist, Japan, in 1957, shipped 
96,300 pounds. In 1958 to date, 703,093 pounds, or an increase of 
630.11 percent. 
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On commodity No. 3245220, jute cordage twine and twist, Den- 
mark, in 1957, 33,389 pounds; 1958, 97,725 pounds; increase 192.69 
percent. 

Same commodity, United Kingdom, 1957, 16,089 pounds; 1958, 
45,709 pounds; increase 184.10 percent. 

On commodity No. 3245300, jute cordage twine and twist, Portugal, 
1957, 15,081 pounds; 1958, 75,710 pounds; increase 395.45 percent. 

There are also cases in which some of the smaller countries did not 
ship into this country in 1957 but are now doing so. My source of 
information given above is the United States Customs report for July 
1958. There are only random instances in which our business has 
been hurt. 

I want to thoroughly impress upon you gentlemen the fact that it is 
my earnest opinion that if the policies, both congressional and exec- 
utive, are continued and further extended our employers, Columbian 
Rope Co., of Auburn, N. Y., may be seriously crippled or out of busi- 
ness entirely in the not too far distant future. 

Now as regards the general employment situation in Auburn, N. Y., 
in addition to the unemployment picture at Columbian Rope, I want to 
add these figures. Present unemployment figure is 14.7 percent, and 
it has increased to 15.1 as of Monday. I add, since it has increased, 
this covers only people totally, not partially, unemployed. Add to 
that the people who work 3 or 4 days only out of 5, and you raise the 
figure in the true picture. 

Two other firms in the textile field, Firth Carpet Co. and Nye-Wait 
Inc., as I mentioned before, are in the same boat. They have con- 
siderably reduced their working forces, and also have been forced to 
resort to short-time work or periodic layoff. Of the shoe industry in 
Auburn, I will state generally that one company has reduced opera- 
tions, another within the past year discontinued entirely, another 
combined its operations with another plant out of town and State. In 
the plastics field a plant formerly employing about 600 people moved 
a major part of the operation to an owned plant in another town, 
throwing about half the employees out of work. In heavy industry, 
Alco Products, Inc., plant in Auburn presently are at about half their 
normal work force. If the present trends continue, I fear Auburn 
may become a ghost town. 

In short, gentlemen, I hope I have presented our Auburn, N. Y., 

icture with enough clarity to make it abundantly plain why I, as our 
ocal union, have tried and are trying as hard as we can to keep all of 
the business possible at home and in Columbian Rope Co. 

I would like to say, Mr. Chairman, that from time to time the Trade 
Agreement Act has come up for renewal and we have been assured by 
the Chief Executive and assistant Members of Congress that no Amer- 
ican jobs or industry would be sacrificed in carrying out policies of 
our foreign trade program. The emptiness and hypocrisy of these 

rograms is clearby demonstrated by records of failure of American 
industry to obtain relief. 

We did have, in 1951, 1,119 oe we presently have 591 people 
working. Many of these are working a 3- and 4-day schedule and 
there is no future as of this past week that will show any increase in 
working hours. 
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I also would like to make it clear that our country in the past 5 or 6 
years, and I have watched these television programs and I have found 
these great giveaway programs, the $64,000, and I think the United 
States embargo i is probably the biggest giveaway program when they 
give away the the textile industry to foreign imports. They have 
given away millions of jobs of our American people due to the imports 
. of foreign stuff into our country. 

I think our problem is not one that is unique, it is the problem that 
faces the whole country and I think it is about time our congressional 
leaders, including the President of the United States and the State 
Department, begin to look into our situation and do something to 
remedy it before it is too late. 

That is all I have to say and I want. to thank you for the time al- 
lotted to me, 

Senator THurmonp. I am just wondering—lI have heard this story 
over and over ever since we began these hearings about how bad our 
textile industry has been hit, and I am convinced that it is true. I am 
just wondering if contacts have been made or were made with Mem- 
bers of Congress before this specific trade bill came up. Were contacts 
made with Senators and Members of the House to express your views 
and the dangers of renewing the bill on the basis that was asked for? 

Mr. Arprno. We made several contacts with our representatives in 
our area. Several were direct contacts, others were by mail, and they 
sympathized with our problem, but, actually, nothing has hardly been 
done about it. 

Senator Tuurmonp. It is very helpful to legislators, Senators or 
House Members, to get the feeling of his people, and I am wondering if 
the people have expressed themselves to the Members of Congress 
strong enough and convincingly enough on this subject, because it is 
one in which, as you stated, many American jobs are being destroyed. 

Mr. Arprno. They have known all these figures. They have had 
these figures for the past, oh, 8, 9 years, and, recently, we met with 
our Congressman, Mr. Taber, and we proposed our problem again, 
and he is doing all he can in his power, although he may be limited. 
We have discussed at length with Senator Ives, and through the mail 
and personal contacts in Washington, and, like I say, they all sympa- 
thize with you, but actually nothing is done. 

Unless both Houses of the Congress do something to either insert 
quotas on what can be imported into this country, I think that we are 
going to face a very difficult problem. 

Senator Tuurmonp. I notice on page 2 you state imports have taken 
over 61 percent of the business. 

Mr. Arrino. That is right. 

Senator Tuurmonp. That isa very startling statement. 

Mr. Arrrno. It is. It is all in the record and I think it is very easy 
to confirm just by looking at the imports and by taking it up with your 
Department of Commerce, and you will find there where these things 
actually exist, and they are existing and increasingly getting worse. 

Senator THurmonp. I think you have brought out some very valu- 
able information. I wish to thank you for your testimony. 

Mr. Sam Frost. Come around, Mr. Frost. 
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STATEMENT OF SAM FROST, ASSISTANT TO THE REGIONAL DIREC- 
TOR IN NEW JERSEY, PENNSYLVANIA, AND DELAWARE TEXTILE 
WORKERS UNION OF AMERICA, AFL-CIO 


Senator Pastore. All right, sir, go ahead. 

Mr. Frost. My name is Sam Frost. I live in New York City. I 
work out of Newark, N. J. regional office of the Textile Workers Union 
of America. I have been identified with the American trade union 
movement all of my adult life and the past 12 years with the Textile 
Workers Union of America. I have had experience in all phases of 
union activity and labor-management relations. 

One of the few textile products that has been in constant demand 
and which appears to be selling well wherever it is made is the so- 
called Ban-Lon yarn. This is a special processed yarn which is made 
up into a variety of garments and is having a considerable vogue 
throughout the country. The product is widely advertised in fashion 
magazines and in national publications. The Joseph Bancroft & 
Sons Co. of Wilmington, Del., owns the Ban-Lon patent. A certain 
number of textile concerns are permitted to become licensees and to 
exploit the Bancroft patented process. 

The Danville Silk Co., of Danville, Pa., is one of such licensees. 
The story in the trade is that to obtain this license the Danville con- 
cern bought a plant in the South which had originally been a licensee 
and by this means achieved the opportunity to produce goods under 
the licensed trade name. 

I would assume the reason they took their plant from the South to 
the North is because that they could not pay such low wages in the 
South as they are paying in the North. 

To understand why this lurid story of TWUA’s organizing drive at 
Danville, Pa., is of general interest and why this subcommittee should 
hear these facts, it is necessary to have this additional bit of back- 
ground. TWUA for some years has had excellent contractual rela- 
tions with another silk mill in Pennsylvania, the Hess-Goldsmith Co., 
of Atwater near Wilkes-Barre, Pa. The Hess-Goldsmith Co., pro- 
duces Ban-Lon yarn under a Bancroft license. Because the company 
is capable and humane and also because Ban-Lon is in demand, along 
with the fact that a collective bargaining relationship with the Textile 
Workers Union is in effect, wages and earnings at Hess-Goldsmith are 
a little above the average of rates for this type of plant. Obviously 
the dinioelisen workers at Hess-Goldsmith are pleased at the steady 
work they are having; the company was quite hopeful that with the 
number of producers of Ban-Lon limited to a degree that competi- 
tion would not become so severe and that it would be able to maintain 
its competitive position while paying its workers a living wage. It 
was with considerable dismay, therefore, that a year or so ago we dlis- 
covered that the nearby plant at Danville, Pa., was paying its workers 
drastically lower wages although producing the identical product. At 
the insistence of our members at Hess-Goldsmith, we were obliged to 
attempt a unionization campaign at Danville. 

There are roughly 350 workers in the Danville Silk Co. mill. The 
shop normally runs 7 days a week and operates 24 hours a day with 4 
shifts of workers. A normal workweek at this mill is 6 days of 8 
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hours each. Shifts are staggered so that one’s day off comes on 
different days at the end of each working week. 

Over 80 percent of the Danville Silk Co.’s employees are women, 
Almost all are married; most have children. Basic hourly wages in 
the plant are the $1 per hour that the law requires. A fixer, the top 
skilled job in a textile plant, gets $1.35 as compared to $1.65 at Hess- 
Goldsmith at Atwater. Average hourly rates, excluding bonus, are 
prenanty less than $1.10 throughout the plant. A bonus of 8 cents per 
10ur is paid to those who do not miss a day off from work in any week 
and who are not late for work on any day in the week. 

The usual take-home pay in this plant is just a bit more than $40 
for the 6-day week. This is one of the most shockingly low-wage 
situations we know of either in the North or the South. Such piti- 
fully low wages made it necessary for husband-and wife to work, even 
where there are young children to be cared for. In many cases baby- 
sitters must be hired to care for the children while the parent is at the 
plant working. Average pay for babysitters, I am told, is $10 per 
week, This reduces the take-home pay to approximately $30 per 
week with which to support one’s family. 

We have a whole series of affidavits and statements from the Dan- 
ville workers detailing the difficulties in making ends meet under 
those circumstances. We will file some of this material with the sub- 
committee. 

There are three other principal places of employment in Danville, 
all of them paying ach higher wages. At Merck Chemicals, for 
instance, the average pay rate will run around $2 per hour. Two 
other local plants pay somewhat less than Merck but much more than 
the silk company. The result is that the low-wage nonunion textile 
workers are compelled to live in the poorest parts of town, in sub- 
standard dwellings. I have been visiting families in Danville for 
months now and can describe sights in these living quarters which are 
not only bad but indeed sometimes revolting. Words fail me in my 
effort to describe the nearly superhuman efforts of parents to main- 
tain a semblance of family life a providing food, clothing, and shel- 
ter for their children on these pitifully low wages. This is surprising 
because in most of these small Pennsylvania towns the homes of fac- 
tory workers are not as wretched as these; in most cases such homes 
are pretty good even if quite small. 

From the first day TWUA came into Danville, this company has 
mounted one of the most vicious all-out antiunion campaigns that we 
have encountered in years. Indeed some of the incidents in this cam- 
paign are unique even in the long history of union busting with 
which we in TWUA are only too familiar. 

We have already filed a series of specific charges of unfair labor 
practice with the regional office of the National Labor Relations 
Board. Sworn testimony detailing the assertions we shall make here 
are now under investigation by Board examiners. 

The most outrageous single example of antiunion behavior in this 
situation was not perpetrated directly by a company man but by the 
local chief of police and by a State police officer. These so-called 
peace officers invaded the home of one of the workers suspected by 
management of union sympathies at a time when the employee was 
not a home and only a babysitter was looking after the children in the 
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house. No search warrant was shown. Nevertheless, the chief and 
the State trooper turned the house upside down until they found some 
signed union-application cards. The workers whose names were 
signed on these cards were a day or so later called in by management 
and told they were being fired. Never in all our years have we run 
into anything quite as raw as this. If this subcommittee cannot it- 
self conduct a full investigation into this situation, we hope that you 
will make representations to the Labor Committees of the Senate or 
House and insist either one undertake a full inquiry into this matter 
right on the scene. 

his company has now discharged 7 or 8 persons for no other reason 
but suspicion of being union sympathizers. Then when the worker is 
left without a means of livelihood, the company makes a vigorous and 
open effort to prevent this person from collecting unemployment insur- 
ance. Indeed, the company superintendent has said flatly at appeal 
hearings before the State department of labor, which we have initi- 
ated, that it will oppose all applications for unemployment insurance 
when any person is discharged from the plant for whatever reason. 

Union meetings in Danville have been constantly spied on by com- 
pany foremen. We have affidavit after affidavit to that effect. 

I say I have a sound recording of an ex-employee testifying with- 
out realizing that a sound recording was being made, that he was told 
by the company to come to union meetings to spy and inform to the 
company. But even more outrageous is the fact that we have testi- 
mony that the company has induced certain employees to attend mnion 
meetings posing as sympathizers but actually to act as informers. 
The company has retained a well-known Pennsylvania attorney, once 
an employee of the National Labor Relations Board, who specializes 
in busting unions. This person makes no bones about the type of job 
he will perform for the employer and the methods which he uses are 
widely known in the State. 

The plight of these Danville workers, Mr. Senators, is really deplor- 
able. These families live at bare subsistence level. Husbands and 
wives seldom see each other; they work on different shifts and never 
have the same day off. The children are without parental care and 
supervision. Homes are necessarily neglected and hardly looked 
after. In some instances the husband has been forced to Lesivs the 
area to look for work. Until he can find employment and save enough 
money, the wife is penniless and must go to the silk mill. She has to 
work for whatever the employer will pay; she has-no bargaining 
power. Her children are hungary. 

It is literally appalling in this day and age to find American 
citizens experiencing such privations. and at the same time being sub- 
jected to such a vicious attack on their rights as citizens. 

Finally, may we point out once more that if ever there was a case 
of unfair competition in American industry, this is it. Competition 
in industry is good. It is the backbone of our free enterprise system. 
But it must be competition based on efficiency and better quality of 
product, not competition based on low wages, substandard working 
conditions, it must never be allowed to degenerate to competition 
based on the broken bodies of American working men and women. 
Surely we in these United States must find some way to prevent 
unscrupulous and substandard employers from tearing down and 
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destroying tolerable conditions which it took so many years of strug- 
gle for the trade-union movement to gain for its membership. We 
appeal to this subcommittee to use its good offices to help the workers 
in Danville, Pa. 

Senator Pastore. All right, thank you, Mr. Frost. 

Mr. Frost. At this point, sir, I would like to introduce two em- 
ployees of the Danville silk mill, and I might add one thing before I 
introduce them. One of them is appearing here despite the fact of the 
danger that his wife who works at the Danville silk mill, by the time 
he gets back, will be without a job. He was one of those who was dis- 
charged, his wife is still working. I would like to introduce John 
Neese, who will not take more than a minute of your time. All right, 
John. 

STATEMENT OF JOHN NEESE 


Mr. Nerse. My name is John Neese. I have been employed by the 
Danville Silk Co. approximately 6 months. I was hired on a tempo- 
rary basis to help clean up the cone room. 

About 214 weeks after I had worked there I was transferred into 
the crimping department in the mill, and I was working then for $1 
an hour, the starting wage. About 2 weeks later I was told by the 
assistant superintendent, a Mr. Lee, that I was on a permanent basis 
and I continued that way. Let’s see, I guess it was 8 or 10 weeks 
later I was transferred into the twisting and winding department and 
was given a raise to $1.02 per hour. 

Mr. Liebert, the shift superintendent, took me out and made the 
transfer at the time. A week or so after that, due to conditions in 
the mill, I became upset and I walked out and I went home. Within 
a day or two my sister-in-law contacted me and told me that. the mill 
had called and that Mr. O’Brien would like to see me in the office. 
That day I went down and talked to him, and Mr. O’Brien and Mr. 
Liebert were there. They asked me what had happened, why I 
walked out, and I explained to them the conditions and why I had 
gone. 

I said I didn’t understand the transfer and my particular job and 
I could not get anyone to explain it tome. He told me then that the 
reason I was being moved around was to give me a general overall 
picture of the mill operation, and that he did not want me to leave, 
that they were interested in me, and that they had plans for the 
future, and I went back to work under those conditions. 

Approximately 7 weeks later, about the month of October, as I was 
leaving the plant, it was on a payday. I met Mr. Tony Cedar, the 
union organizer with the Textile Workers Union of America, AFL- 
CIO. He approached me and we started a conversation, and he asked 
me to join the union. I told him I was interested but I would like 
to think it over. A few days later, Mr. Cedar came and called at 
my home and I signed a membership card. 

October 22 I attended a union meeting which was being addressed 
by the union’s regional director. At the meeting I noticed Mr. Lewis, 
the foreman of the maintenance department was in attendance, and 
I was fairly well outspoken at that meeting. Because I, at that time, 
knowing he was the foreman, thought that being there, he was in- 
terested in the union. The next day, while I was working, Mr. 
Lewis came over to speak to me. This was very unusual, I had never 
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seen Mr. Lewis enter my department, and during this meeting, why, 
he was approached about. signing, so I was naturally suspicious. He 
asked me if I had any union cards because there were two men in his 
department, I quote, he said, “They were hot for the union and ready 
to sign. 

ag I say, very suspicious of Mr. Lewis because I knew he was a 
foreman and I knew he had not signed the card. I told him that I 
did not have the cards. He then asked me if I knew how to get hold 
of Tony. I told him I did not know and he said, “Well, he is marine 
at. the hotel. Why don’t you call him.” I said when I get time 
would. 

By this time I was convinced that I should not do this, and I did 
not. I spoke to about twenty-odd about this time, I am very interested 
in the union, and I spoke to probably twenty-odd people in the mill 
on my shift. Some of them signed cards. I asked them about join- 
ing, they signed cards. They gave them to me and it was common 
knowledge about the mill that I was active in helping to organize the 
union or trying to. 

I noticed shortly after Mr. Lewis talked to me, I was working and 
I looked up and saw he and Mr. O’Brien talking. They were having 
a discussion in the hallway. Since then, I noticed that the foreman, 
Mr. Woodrup and Mr. O’Brien, the plant superintendent, were watch- 
ing me, it seemed, constantly. I never noticed before, but it seemed 
every time I looked up they were there. 

On Friday, October 31, I went to work as usual, and just before 
nS time, Mr. Woodrup came over to me and asked me how long 

had worked in the mill, how long I had been on the job. I asked 
if he meant in the mill or in that particular department. He said, “In 
the mill.” I told him and he left me. A little later he came back and 
said Mr. O’Brien wanted to see me in the office. I went in to see Mr. 
O’Brien, he told me it was his unpleasant duty to tell me I was being 
laid off. He told me that Mr. Adams, the president of the company, 
had decided not to expand the plant but was holding everything up 
until this outside interference was straightened out. I asked him if 
he meant the union activity and he said yes. He then repeated that 
he was sorry that he had to lay me off, and I told him at that time I 
was sure there were people with less seniority than I in the plant. He 
told me that he did not think so, but that he would check. 

But he went on to say that if I could make an application for a 
lower classified job—but he did not think I would like to do that be- 
cause it would not pay'as much. With that I left the plant. 

On Monday morning I went into the plant to see Mr. O’Brien and 
requested that he assign me to a lower classified job. He told me in 
his mind, I did not have enough seniority for another job, that he 
would go and check into it, but also I should go see Mr. Moyer, the 
personnel manager, and sign a statement to the effect that I was will- 
ing to accept a lower paid job. I went to see Mr. Moyer and signed 
that statement. Mr. Moyer told me that he would let me know if they 
had a job for me, and with that, I left the plant. 

But they have made no effort to contact me, and I am thoroughly 
convinced it was due to my union activity that I was let go. I know 
definitely of men that are in the plant that have been there possibly 
2 and now no more than 3 weeks that are doing the same job that I 
have done in the period of time that I worked there. 
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Mr. Frost. Mr. Neese, what were you getting paid at the time you 
were discharged, base rate / 

Mr. Neeser. My base rate was $1.03 an hour. 

Mr. Frost. If the Senators will indulge me for one moment, I have 
Mrs. Claire Young here, a lady who worked in the mill. She is the 
one whose home was searched by the police officers without a warrant. 
Senator Pastore. All right. 
Mr. Frost. State your name. 






































STATEMENT OF MRS. CLAIRE YOUNG 






Mrs. Youne. I am Claire Young and I was employed at the Dan- 
ville Silk Co, in Pennsylvania. On March 18, in my home, the police 
came. I was not there and my husband was not there either. I was 
working and the babysitter was caring for my children, and when I 
came home she informed me that the local police and State trooper 
had been there in the home searching the place. I said, “Did they 
have a warrant?” And she said, “No, they did not.” I said, “What 
were they looking for?” She said, “Well, they asked me if I knew 
who Jerry was contacting about the union.” And she said, “I did 
not know.” So, she said that they saw a union card laying on the TV 
and they picked it up and they started writing something down on 
the paper about it. So he said, “Is there any more union cards 
around?” And they told her she would get in trouble if she did not 
tell them. So she went and got the union cards upstairs and two of 
them were signed, and they copied the names down of the girls who 
had signed the union cards. And all the time they were searching the 
place they told the babysitter to watch out the windows for us to 
come home and warn them in case we did. And so, my husband came 
home then. She was telling him about it, and he went down to the 
police station. 

Senator Pastore. All right, Mr. Frost. We have heard this testi- 
mony because we do not want anyone to feel they are being shut off. 
I think this is rather important, but we will refer it to the Senate 
Labor Committee. It is outside the purview of our resolution, but 
inasmuch as this question has been raised, I think it should be brought 
to the attention of the Senate Committee on Labor, and they can 
treat with it as in their jurisdiction and in their specialty. 

Mr. Frost. May I leave with the committee these two signed 
statements ? 

Senator Pastore. All right, sir. Victor Canzano. 


STATEMENT OF VICTOR CANZANO, TEXTILE WORKERS UNION OF 
AMERICA 


Mr. Canzano. Senator Pastore and Senator Thurmond, in the 
light of getting this thing through as quickly as possible there is a Mr. 
John McCoy, the editor of American Federation of Hosiery Workers 
of the newspaper who was to testify and before leaving, because he 
could not stay, he left his testimony with me. 

Senator Pastore. All right, we will insert it in the record. 

Mr. Canzano. This is his testimony and I hope it is in record 
and this is all addendum to it. 
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Senator Pastore. All right, sir. 
(The statement is as follows :) 


STATEMENT OF AMERICAN FEDERATION OF HosteRY WorKeERrS, AFL-CIO, By 
JoHN J. McCoy, Eprror 


This brief statement directs the attention of this committee to a brochure 
entitled “A Taft-Hartley Case Study.” This brochure prepared by the industrial 
union department of the AFL-CIO relates vividly what has happened to the 
members of the American Federation of Hosiery Workers, to hosiery workers 
generally and the hosiery industry under the impact of the Taft-Hartley Act, 
its administration and so-called right-to-work laws. 

The American Federation of Hosiery Workers membership under the impact 
of the Taft-Hartley Act and so-called right-to-work laws has dropped by 76.5 
percent. 

This happened in the 10 years following the passage of Taft-Hartley with its 
section 14B that permits the States to pass so-called right-to-work laws. 

The federation signed 33 new agreements between its 34th convention in 1946 
and the 35th convention in 1947. 

In the 10 years following Taft-Hartley from September 1947 to September 
1957 the union was able to sign only 23 new agreements. To win these, the 
union was required to engage in a total of 117 representation elections. 

The Taft-Hartley Act has permitted the employers to develop a “defense in 
depth” against union organization in the industry. This includes a “legal” 
employer free-speech package, interminable delay, the runaway shop, denial 
of good faith bargaining and especially in right-to-work States, a denial of the 
dues checkoff. 

The pattern of employer stalling was discernable in the industry prior to 
Taft-Hartley but there was at least the possibility “of redress by filing refusal- 
to-bargain charges with NLRB”. 

The filing of such charges today is useless, since the mere fact of meeting 
with the union is considered good faith bargaining by the present Labor Board. 

The hosiery industry has run to the South in its effort to keep out unions 
and compete upon the basis of sweated labor—a fact that has not turned the 
“bankruptcy trail within the industry’. Since December 31, 1947, up to Decem- 
ber 31, 1957, 626 new full-fashioned mills were started and 783 full-fashioned 
mills liquidated in that same period. 

Price cutting in the hosiery industry has been achieved by an ever tighter 
squeeze upon the workers. In its drive to maintain and increase profits at the 
expense of labor, the industry has moved southward. It is significant that a 
right-to-work State—North Carolina now houses almost 40 percent of all full- 
fashioned knitting machines in the industry, while the rest of the South has 
another 30 percent. Better than 80 percent of seamless hosiery is produced in 
the South. 

Under the impact of Taft-Hartley and right-to-work laws, average wages in 
full-fashioned lag 62 cents per hour behind all manufacturing. In seamless the 
situation is worse. Wages in this industry are among the Nation’s most de- 
pressed, lagging behind the average for all manufacturing by 79 cents an hour. 

This condition would be far worse were it not for amendment of the Fair 
Labor Standards Act effective March 1, 1956, to provide a minimum wage of $1 
per hour. 

This action raised the wages of thousands of hosiery workers, most of whom 
were getting little more than 75 cents per hour. 

While hosiery dollar wages have remained almost static, workloads have been 
increased. To earn the same wage, workers must now work even harder than 
before. It has become a prevalent practice in the full-fashioned hosiery indus- 
try for knitters to operate 2 huge complex knitting machines weighing 16 tons 
where they previously operated 1. Knitters now earn less wages per week 
operating 2 machines than when they operated 1 machine. 

We respectfully urge this committee in your deliberations of the ills of the 
textile industry to consider the experience of our union and its members, that 
of hosiery workers generally and of the hosiery industry as related in the bro- 
chure. We believe the repeal of the Taft-Hartley Act, with the elimination of 
the right-to-work laws, and its replacement with legislation based upon the 
Wagner Act would provide a climate where once again the hosiery industry 
would flourish, both for the workers and the employers. 
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INTRODUCTION 


W HEN the Taft-Hartley Act was passed, organized 

labor declared that the true intent of the law was to 
hamper union organization and that, under certain cir- 
cumstances, it would be used to destroy union organiza- 
tion completely. 


History has borne out this contention. The Taft- 
Hartley Act is being used with increasing success to frus- 
trate union organization. ‘Today, there is hardly a union 
that has not felt the lash of the law. Worse, the past 
several years have been marked by an increasingly hostile 
anti-union interpretation of this already biased law. 


It has been pointed out that with less than boomtime 
conditions, the law could be used to crush established 
union organization. This has been the case in the hosiery 
industry where, after a decade of Taft-Hartley, union 
organization and influence are at their lowest ebb since 
the depths of the great depression. 


Hosiery workers, as this study shows, have paid dearly 
for the union-wrecking that Taft-Hartley has helped to 
bring to their industry. 


This publication outlines what has happened to the 
American Federation of Hosiery Workers under the im- 
pact of Taft-Hartley. It is a story for all labor and 
for all America to ponder. It shows what could happen 
to American workers if the tides churned up by Taft- 
Hartley are not reversed. 


This study was made possible through the coopera- 
tion of the Hosiery Workers who feel that their story 
must be told in the interests of all working people. It 
has been published by the Industrial Union Department, 
AFL-CIO, as a service to the labor movement. 
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A TAFT-HARTLEY CASE STUDY 


What has happened to the American Federation of Hosiery Workers 
during the first decade of the Taft-Hartley Act. 


Over 100,000 American workers to- 
day earn their livelihoods in the hosiery 
industry. This is an industry quickly 
affected by styles and fads and one 
which has been marked by “overpro- 
duction” in terms of market demand. 
It is an industry whose workers have 
known neither the prosperity nor the 
security of the postwar years. 

Women’s hose accounts for half of 
all hosiery production; men’s hose ac- 
counts for 36 percent, and the remain- 
der is accounted for by children’s and 
infants’ hose. 

The major portion of women’s pro- 
duction is full-fashioned hosiery, the 
type marked by the seam up the back. 
Seamless hosiery represents a growing 
element within the industry, now ac- 
counting for a third of all women’s 
production. 

Despite population growth and pros- 
perity, the annual per capita consump- 
tion of women’s hose has declined 
sharply. In 1956, women over 15 years 
of age consumed an average of 12 pairs 
of hose against an average consump- 
tion of 16 pairs in 1939. 

Because of shortages of yarn and 
other materials, per capita consump- 
tion of women’s hose dropped to about 
11 pairs annually during the war pe- 
riod. The war brought with it great 
changes in styles and attitudes which 
have been carried over into today’s liv- 
ing. Today’s barelegged fad and stress 
upon informal living—as well as better 
wearing yarns—have affected the mar- 
ket for women’s hosiery which now 
shows signs of stabilizing at a per capita 
consumption rate well below the pre- 
war peak. 


Partly because of improved and long. 
er lasting yarns, production of men’s 
hosiery also has failed to kecp pace 
with postwar prosperity and population 
growth. In 1946, men’s hose produc- 
tion totaled 62 million dozen pairs, 
Ten years later, total production of 
men’s hose was 52 million dozen pairs, 

In 1946, total production of all hosi- 
ery was 157 million dozen pairs. This 
was a_ substantial the war 
period. Employment in the industry, 
while down from the prewar peak, had 
bounced back to 120,000. 

In 1956, the industry produced only 
145 million dozen pairs of hose. Em- 
ployment was down to 108,000 by the 
industry’s own figures and many of 
those in the industry were working less 
than a full workweek. 
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The industry’s own figures fail by far 
to tell the real story of the hosiery 
worker and his plight. The stretch- 
out and the speed-up have been intro- 
duced in increasing degree. These, 
plus an improved technology, have re- 
sulted in a decline in the number of 
skilled workers and an increase in the 
number of semiskilled and unskilled. 

The immediate postwar period saw 
a rush of new capital into the hosiery 
industry. New mills were opened up, 
older mills were closed, and a great 
plant migration to the South got under 
way in earnest. 

It was not long before the industry 
began once more to overproduce. Small 
entrepreneurs added to the industry’s 
troubles, many undertaking garage op- 
erations employing family labor. Larger 
producers soon took advantage of this 
situation, using the garage producer 
as a jobber who supplied only cheap 
labor and secondhand machinery. 

Jobbing still continues, being em- 
ployed by even the most reputable mills. 
Today, even brand name hose often 
is produced in garage-type operations 


under virtual sweatshop conditions. 
Cutthroat competition has marked 
the hosiery industry in a degree un- 


matched elsewhere in the national 
economy. The results have been catas- 
trophic, especially to the hosiery worker. 

Hosiery has been a notable exception 
to the rising prices of past years. Wom- 
en’s hose has fallen in price by some 39 
percent. While men’s and children’s 
hose have not fallen in price in the 
same degree, hosiery workers in these 
fields have also been the victims of a 
depressed market. 

Competition based upon improved 
technology and rationalization has usu- 
ally been welcomed. Competition based 
upon sweated labor has always been 
recognized as undesirable for the worker 
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and for the nation. In the long run, 
nobody benefits from such competition 
since it depresses all labor standards and 
ultimately harms even the most re- 
moved consumer. 

This is not to say that the hosiery 
industry has been profitless. Industry 
figures show an over-all profit on net 
worth of 4.8 percent for both 1955 and 
1956. This, it is true, is significantly 
smaller than for first-class corporations 
in the non-textile field. Nevertheless, 
individual firms—especially the larger 
companies—have done _ considerably 
better than average, while small “fly-by- 
night” operations have usually not done 
as well. 

Price cutting in the hosiery industry 
has been achieved by the application of 
an ever-tighter squeeze upon the work- 
ers. In its drive to maintain and in- 
crease profits at the expense of labor, 
the industry has moved southward. 
It is significant that a “right-to-work” 
state—North Carolina—now houses al- 
most 40 percent of all full fashioned 
knitting machines in the industry, while 
the rest of the South has another 30 
percent. 

It is significant also that competition 
at the expense of labor has not halted 
the bankruptcy trail within the industry. 
Between 1952 and 1956, full fashioned 
knitting mills declined in number from 
more than 800 to fewer than 500. Ex- 
ploitation of labor has answered no 
industry problem. It has simply fed 
upon itself to the ultimate ruin of many 
of the exploiters. 

It would have been thought that the 
employers of the industry would have 
recognized the need for a union to act 
as a stabilizer of wages and working 
conditions within the industry. This 
would have permitted technology and 
efficiency to have set the terms of fair 
competition. It would have resulted 
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in fewer failures and in greater stability 
for all. 

Such, of course, has been far from 
the case. Employer after employer 
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has run away from the union and 
union employers have been forced to 
close their doors in the face of sweat- 
shop competition. 


C ACME 
Si co. 


It might be mentioned in passing 
that here is no situation brought about 
by imports of cheap hosiery. Imported 
hose accounts for but a small fraction 
of total hosiery consumption and ex- 
ports are at least as great as imports. 

The Taft-Hartley Act has been a 
godsend for unscrupulous employers in 
the hosiery industry. These employers 
have taken advantage of every aspect 
of the law to keep out ‘and smash union 
organization. They have proved all too 
successful. Today, union influence in 
the industry is at an ebb. The results 
for the industry are far from good. For 
the hosiery worker, they are downright 
tragic. 
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What Has Happened 
To the Union... 


The major union in the hosiery in. 
dustry is the American Federation of 
Hosiery Workers, AFL-CIO. 

AFHW is a long established union 
which held its 44th convention in May 
of 1957, almost exactly 10 years after 
passage of the Taft-Hartley Act. The 
history of the Hosiery Workers is one 
of struggle against exploitation in an 
industry marked since its inception by 
the most vicious kind of cutthroat com- 
petition. The 44th convention was one 
of the gloomiest in the history of this 
union long beset by periods of crisis, 

Prior to the Taft-Hartley Act, the 
American Federation of Hosiery Work- 
ers had become a stabilizing force with- 
in the industry. Union membership 
had grown steadily and union contracts 
had brought some measure of dignity 
and economic security to the workers. 
Even non-union employers had to 
reckon with the union, not daring to 
set wages or working conditions too far 
below union standards. 

Within 10 years, the picture had 
changed almost beyond belief. Only 
90 delegates were in attendance at the 
44th convention of the union. Whole 
local branches were completely wiped 
out. Membership was down to the 
lowest level since the great depression, 

Despite depressed conditions within 
the industry, the destruction of union 
influence could not have been accom- 
plished had it not been for the Taft- 
Hartley Act. Yet, as the President's 
report to the 44th convention pointed 
out, anti-union actions resulting from 
the law had been disastrous for the in- 
dustry as well as for the workers. 

“The results of manufacturers’ ac- 
tions, however, prove again that the 
welfare of the employees, the consum- 
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ers, and the employers cannot be left 
in their hands. To leave the welfare of 
these groups to the judgment of the 
manufacturers alone means chaos and 
destruction. The cutting of prices, cut- 
ting labor costs, and stretch-out for 
workers isn’t the answer. To bring 
order and real efficiency and to make 
operations more profitable for all con- 
cerned, the consumer, the worker, and 
the employer, need the collective in- 
terests of all. 

“What affects one group also affects 
the other. The collective action of 
labor and management set down in 
terms of union contracts is what is bad- 
ly needed in this industry. The manu- 
facturers alone can’t solve these eco- 
nomic problems, and following the law 
of the jungle isn’t the answer. In- 
creasing production, cutting prices, cut- 
ting wages, and increasing the work- 
load, throwing people out of employ- 
ment, haven’t solved a single industry 
problem,” the report emphasized. 

Ten years of Taft-Hartley had been 
accompanied in the hosiery industry by 
a constant erosion of collective bar- 
gaining. Those advocating the Taft- 
Hartley Act had declared that it would 
restore balance in labor-management 
relations. In the hosiery industry, the 
law had tipped the balance so adverse- 
ly against the workers that their union 
was all but destroyed and with this 
there had come the destruction of 
union-won working conditions. In the 
hosiery industry, at least, the Taft- 
Hartley Act had proved to be a “slave 
labor” law. 


The figures on union strength before 
and after Taft-Hartley describe clearly 


the impact of the law. Between Sep- 
tember of 1947 and September of 1957, 
the membership of the American Fed- 
eration of Hosiery Workers dropped by 
76.5 percent. 
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Shrinking membership forced the 
union to cut its organizing staff when 
an ever greater effort was required 
even to keep existing organization in- 
tact. With the cutting of staff, the 
union found it more and more difficult 
to meet employer anti-union tactics 
now permitted by law. The small 
staff of the union should of necessity 
be highly mobile, but because of the 
stalling and delays made possible by 
the operation of the Taft-Hartley law. 
even this small staff is often mired in 
legal snarls. 

There have always been failures and 
closings in the hosiery industry. But 
prior to Taft-Hartley the union con- 
tinued to make membership gains and 
to protect the economic interest of all 
workers through the continuing organ- 
ization of non-union mills. 

This is no longer the case. Despite 
constant effort, the union has steadily 
lost ground. Even where the union 
has won National Labor Relations 
Board elections, employers have hidden 
behind legal technicality and refused 
to bargain. 
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Union Organization 
Frustrated .. . 


The 34th convention of the Amer- 
ican Federation of Hosiery Workers 
took place on February 11, 1946. The 
35th convention took place some 14 
months later, opening on May 5, 1947. 

Between these two dates, the union 
signed 33 new contracts. While this 
was good news to the assembled dele- 
gates to the 35th convention, the an- 
nouncement caused no special stir. 
Year after year, the union had been 
able to report similar organizing gains 
and the 35th convention saw the union 
at peak membership strength. 

In the 10 years following Taft-Hart- 
ley, the union was able to sign only 23 
new agreements. To win these, the 
union was required to engage in a 
total of 117 NLRB representation elec- 
tions. 

Prior to Taft-Hartley, the union won 
a major share of all elections in which 
it engaged. Once Taft-Hartley was 
passed, there was a drastic change in 
the results of such elections. In the 
first year after passage of the law, the 
union won 13 elections and lost five. 
In the 16-month period between May 
of 1955 and September of 1957, the 


Convention Report Elections 


May 17, 1948 

May 9, 1949 

May 15, 

May 7, 

March 31, 1952 

May 4, 

May 10, 1954 

May 16, 1955.......... 

Periods from May, 1955 
to September 1957.... 
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union won only six of the 17 elections 
in which it participated. 


The first decade of Taft-Hartley saw 
the union win 56 elections and lose 61, 
Under the Wagner Act, 56 election 
victories would have resulted in an al- 
most identical number of new con- 
tracts. Under Taft-Hartley, the story 
has been decidedly different. 


In the period between February 1946 
and May 1947, during which 33 new 
contracts were signed, the union en- 
gaged in 31 elections, winning 15 and 
losing 16. It was able to negotiate 
33 new contracts, however, because of 
employer agreement to recognize the 
union upon a showing of a majority in 
a cross check of signed union member- 
ship or dues authorization cards against 
the company payroll. Such voluntary 
recognition upon the showing of a ma- 
jority membership within a bargaining 
unit has now virtually ceased. 


The post Taft-Hartley decade has 
been one of frustration and despair for 
the American Federation of Hosiery 
Workers. The record of ten years of 
hard and often heartbreaking organ- 
izing effort is summed up in the table 
below: 


No. of 
New Contracts 
Won Lost Signed 


7 (covering 9 mills) 


5 
1 
] 
3 
l 
I 
2 


2 
23 New contracts 
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Organization of the South has always 
been difficult. Nevertheless, progress 
was being made prior to Taft-Hartley. 
Eleven of the contracts negotiated in 
the 16 months immediately before pas- 
sage of the Taft-Hartley Act were with 
southern mills. Since the passage of 
the law, such contracts have been few 
and far between. 


Climate of Fear... 


Protected by Taft-Hartley and _ its 
anti-union administration, the employ- 
ers have developed a “defense-in-depth” 
against union organization. As soon as 
it becomes known that the union has 
undertaken even to feel out the workers 
in an unorganized plant, the employers 
undertake a counter-offensive intended 
to intimidate the workers and establish 
a climate of fear among them. 


Step number one involves name call- 
ing, pressure, and implied and open 
threats, all passing for what is today a 
“legal” employer free-speech package 
under the Taft-Hartley Act’s adminis- 
tration. The employer and his super- 
visors are quick in such situations to let 
the workers know what they think of 
people who join unions. Workers are 
harangued individually and in groups 
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regarding the employer view. The im- 
plication of reprisal against those who 
join the union is made clear. The threat 
that the plant will move away if the 
union wins is sounded time and again, 
usually under the guise of an employer 
“opinion.” 

If, despite implied and virtually open 
threats, the workers sign union pledge 
cards in sufficient number for the union 
to petition for a National Labor Rela- 
tions Board representation election, the 
employer resorts to step two of his Taft- 
Hartley “defense-in-depth.” This in- 
volves a refusal to agree to a consent 
election. 

During consequent “hearings.” the 
employer quibbles over dates, scope of 
the bargaining unit, details of the elec- 
tion and any other possible technicality. 
The objective is to stall until the work- 
ers either lose interest or are completely 
cowed, 

If an election is finally ordered by the 
NLRB, the employer really “shoots the 
works.” Each worker receives from the 
mill anti-union letters predicting dire 
consequences if the union is voted in. 
Speeches grow more frequent and viru- 
lent. Then, known union leaders in the 
plant are singled out for reprisal. Such 
workers are sometimes openly threat- 
ened with firings in front of other work- 
ers. Or, in many cases, such workers 
are discharged for “faulty” work, or 
minor infraction of company rules, 
often without notice. 

Such treatment from the employer is 
all too effective. The result is lost elec- 
tions and vain appeals to the National 
Labor Relations Board which will not 
or cannot do anything to stop this open 
interference with the right to organize. 

Tactics such as these have been em- 
ployed against the union with increas- 
ing vigor since passage of the Taft- 
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Hartley Act. Presently, it is almost im- 
possible to obtain reinstatement of a 
worker fired during an organizing cam- 
paign, even when his discharge resulted 
very obviously from activity on behalf 
of the union. 


This tactic was employed at the Be- 
linda Hosiery Mills, Inc., of Graham, 
N.C., in an organizing campaign in 
1953. In this case, active union work- 
ers were fired during an organizing 
drive. The case was taken before the 
NLRB where long, dreary and costly 
hearings took place. When the Board 
finally rendered its decision, it found 
the workers to have been discharged for 
cause. Obviously, the union could not 
continue its organizing campaign in 
the face of such findings. 

At the Burlington Hosiery Mills, at 
Holt Hosiery, and at Standard Hosiery, 
all of Burlington, N.C., the union was 
well on its way in organizing campaigns 
when active unionists were fired. In all 
cases, the NLRB dismissed the com- 
plaints filed by the union on the grounds 
that the discharges were for cause. At 
the Laughlin Hosiery Mills for Randle- 
man, N.C., the NLRB refused even to 
issue a complaint. 

The union’s files contain many other 
such instances, all involving actual or 
threatened employer reprisal against 
workers seeking to exercise their legal 
right to organize. Usually, employer 
threats made under the guise of free 
speech are enough to dampen an or- 
ganizing drive. A single firing during 
a drive is often fatal to union prospects. 


Shenandoah Story .. . 


The Chadbourn Gotham Hosiery 
Company is one of the larger and better 
known firms in the industry. Its prod- 
ucts include the well known women’s 
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full fashioned hose, Gotham Gold 
Stripe. 

The Shenandoah Knitting Mills, 
Inc., of Shenandoah, Va., is a directly 
owned subsidiary of Chadbourn Goth. 
am. In the spring of 1957, this mill 
laid off a number of knitters in antici- 
pation of a stretch-out. 

Shenandoah, at this time, announced 
plans to have three women helpers and 
one knitter operate four of the huge full 
fashioned machines used in the manu- 
facture of this type of hosiery. Prior to 
this time, one knitter and one girl oper- 
ated two machines. 

Workers employed at Shenandoah 
were unorganized. When informed of 
the layoffs, increased workload and rate 
reductions, they walked out and went 
on strike. After this spontaneous ac- 
tion, the workers called in an organizer 
for the Hosiery Workers Union. 

The workers signed up in the AFHW 
by a big majority, after which the union 
petitioned for an election. Using every 
technicality possible, the company ob- 
tained delays in the hearings. Never- | 
theless, the firm was unable to hire 
strikebreakers and was forced to oper- 
ate with only a few female helpers and 
fixers. 

Meanwhile, federal and state concili- 
ation services were notified of the strike. 
These officials arranged a conference 
in the office of the town mayor. Com- 
pany officials refused outright to meet 
and the arrangement proved fruitless. 

Despite the company, an election was 
ordered for an over-all production and 
maintenance unit. On July 25, 1957, 
an election took place while picketing 
was still in progress. The union won 
overwhelmingly by a 156 to 44 vote, 
with 46 ballots challenged by the com- 
pany. 

Shenandoah Mills then protested the 
election to the regional director of the 
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No Good Faith 
Bargaining .. . 


National Labor Relations Board but the 
appeal was denied. The company then 
carried its appeal to the NLRB in 
Washington, but its letter arrived after 
the deadline for such action. 

The NLRB then upheld the union 
and certified it as bargaining agent, but 
even with this certification, the com- 
pany refused to mect with the union. 

In the face of this, the NLRB re- 
versed itself. It found that the com- 
pany letter had been mailed in time 
and set up a hearing to permit the 
Shenandoah Company to file its protest. 

Meanwhile, on October 13, 1957, the 
union was forced to terminate the strike 
which neither it nor the workers could 
possibly carry on any longer. The com- 
pany then stepped up reprisals against 
the workers. It began moving machines 
out of its Shenandoah plant and threat- 
ened to move out and close the mill be- 
cause the community refused to cooper- 
ate in its union busting. 

As of February 1, 1958, there was still 
no NLRB hearing in prospect. The 
prospect before the union was one of 
continuing delay. Even if certification 
is finally approved by the NLRB, it may 
well be too late so far as the union and 
the workers are concerned. 
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Even if the union is fortunate enough 
to win an election, it is usually faced 
with a pattern of stalling and evasion 
from the employer. Good faith bar- 
gaining has virtually disappeared from 
the industry. At best, there is but a 
pretense of bargaining which hardly 
masks the employer’s intent to destroy 
the union. 

Almost invariably, the employer 
comes forward in bargaining with a 
standard package. Wage increases of- 
fered are negligible or nil. While offer- 
ing vacations ranging to a maximum of 
two weeks regardless of length of serv- 
ice, employers have been adamant in 
rejecting the whole idea of paid holi- 
days. 


Company proposals on seniority are 
usually meaningless, being limited to an 
offer to consider seniority of the “em- 
ployees affected and involved,” and 
providing that seniority shall govern 
only where “the company considers 
that skill, ability, and other factors are 
substantially equal as between employ- 
ees involved.” 

This proposal would apply to “all 
matters involving job openings, layoffs 
and recalls from layoff, and transfers 
from one job to another.” Under such a 
clause, the employer would be free to 
lay off a worker of many years’ seniority 
while keeping on the payroll a younger 
and faster worker only recently hired. 

Grievance procedures provide for no 
final determination of a dispute. Un- 
settled grievances may, at best, be dis- 
cussed by “such union officials as the 
union may designate and such company 
officials as the company may designate.” 

The company price comes high even 
for such an agreement. It demands 
baldly that there shall be no strikes or 
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stoppages of any kind during the period 
of a contract. On the other hand, it 
refuses to arbitrate even the intent and 
meaning of the contract. 

The net effect of such a proposal is to 
make collective bargaining virtually 
meaningless, since it permits the em- 
ployer to make relatively unilateral de- 
cisions concerning discharges, work- 
loads, piece-rates, and other matters 
vital to the workers. 

Once such a proposal is made, the 
employer refuses even to budge. True, 
the union can strike, but the company 
has already incited the town against 
the union by threatening to shut its 
doors if there is a walkout. Or, if this 
won’t work, the company will seek to 
divide the workforce against itself. In 
any case, the pattern of bargaining is 
one providing to the union the alterna- 
tives of capitulation or constant strife. 


Stall, Stall, Stall... 


The pattern of employer stalling be- 
gan even before passage of the Taft- 
Hartley Act. But, before “passage of 
the law, there was the possibility of re- 
dress by filing refusal-to-bargain charges 
with the NLRB. Today, the filing of 
such charges is useless, since the mere 
fact of meeting with the union is con- 
sidered good faith bargaining by the 
present Labor Board. 

Even in those rare instances where 
refusal-to-bargain charges are upheld 
by the NLRB, the long drawn out pro- 
cess of hearings and court proceedings 
usually leaves behind it a meaningless 
set of union membership cards. Fur- 
ther, the employer then begins to stall 
upon a different level, requiring a new 
round of charges, hearings, and court 
proceedings. 

In the case of Towers Hosiery Mills 
of Burlington; N. C., the union won an 
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election on December 16, 1945. Towers 
Hosiery greeted the unionization of its 
employees with the stall that has since 
become so familiar in the industry. 
Finally, in November of 1946, the 
union filed refusal-to-bargain charges 
with the pre-Taft-Hartley Labor Board. 
Even in those days, the wheels of jus- 
tice had slowed down in the processing 
of cases. It was not until June of 1947 
that charges were processed. After eight 
days of hearings, the NLRB found the 
company guilty of refusal to bargain 
in good faith as required by law. 
The company, nevertheless, still re- 
fused to bargain in good faith, forcing 
the NLRB to take the case into the 
courts. In May of 1950, a federal 
court of appeals upheld the NLRB and 
ordered the company to abide by the 
Board’s findings. Management then 
obtained a stay of the order and ap- 
pealed to the Supreme Court, which in 
October ruled against the company. 
At this point, the company began to 
move for the first time on wages, hours, 
and other working conditions. After 
virtual agreement was reached on these 
issues, the company again balked and 
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refused to sign a contract unless the 
union agreed to a speedup system. 

Once again, on April 2, 1951, the 
union was forced to petition the NLRB 
to begin contempt proceedings. To 
its surprise, the NLRB, as then consti- 
tuted, refused to move against the 
company. Instead, it advised the union 
to file new charges of refusal to bar- 
gain. Rather than face an even more 
difficult and drawn out hearing and 
court proceedings, the union, in disgust, 
rejected the NLRB’s advice and was 
forced to withdraw from the situation. 

Presently, the union has refusal-to- 
bargain charges pending against the 
Huffmann-Morganton Mills of Mor- 
ganton, N. C., Wytheville Mills of 
Wytheville, Va., and Nebel Knitting 
Mills of Charlotte, N. C. In each case, 
the company has refused to budge from 
the standard pattern that has emerged 
in the industry and has demanded a no- 
strike clause while refusing arbitration 
of any kind. 

In the-case of Nebel Mills, the union 
won a plantwide election in 1953 by a 
vote of 165-109 despite strong employer 
resistance. After the union was certi- 
fied, it asked and obtained a bargain- 
ing conference, only to be confronted 
with the standard “contract” of the 
non-union employers in the hosiery in- 
dustry. 

Conference after conference took 
place, extending over some four years, 
but all were to no avail. During the 
course of these conferences, the com- 
pany closed down its knitting depart- 
ment, throwing the skilled workers out 
of jobs. Then the firm offered to re- 
open the department if the knitters 
would assume double workloads at re- 
duced incentive pay rates on each of 
the machines. 

When the union refused to agree to 
a speedup, a committee of “loyal” em- 


DOMESTIC TEXTILE INDUSTRY 


1567 


ployees appeared on the scene. This 
committee circulated decertification pe- 
titions and was openly joined in the 
decertification drive by company offi- 
cials and supervisors. 

It was at this point that the Hosiery 
Workers filed its refusal-to-bargain 
charges which are still pending before 
the National Labor Relations Board. 


No Union Security .. . 
. . « No Checkoff 


Most of today’s hosiery industry is 
located in North Carolina and other 
“right-to-work” law states. In these 
states, union security is, of course, 
banned by law. 

Emboldened by the “right-to-work” 
laws, hosiery employers have gone a 
step further. Knowing that there must 
be an orderly fashion in which dues 
are to be collected if the union is to 
survive, these employers have deliber- 
ately set out to kill the union where- 
ever it appears by denying to it all 
reasonable means of dues collection. 


Generally, in industry, 


employers 
have recognized that dues deduction is 
fair and reasonable even where they 
refuse to grant a union shop or other 


forms of union security. Further, the 
Taft-Hartley Act specifically requires 
the union member to consent in writing 
before an employer may deduct dues 
for the union on his behalf. Not even 
in “right-to-work” states is deduction 
of union dues from pay prohibited by 
law. 


Yet in the hosiery industry today, the 
employer has become adamant in re- 
fusing to grant dues deduction of any 
kind—even that which is revokable at 
any time by the individual employee. 
This same employer will collect dona- 
tions for community funds or other 
purposes by regular deductions from 
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paychecks. Dues, he insists, are some- 
thing between the union and its mem- 
bers and no concern of his. After the 
union wins an election, it is informed 
in short order that it cannot expect the 
employer to do its dues collecting or 
bookkeeping. 

In the same breath, the employer 
will refuse to give to the union the 
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right to collect dues on company prem- 
ises, or to permit union stewards who 
work in the plant the mobility needed 
to collect dues. 

The object is simple—prevent the 
union from collecting dues and union 
organization will fade away. 

This has happened time after time. 
It happened at Huffmann-Morganton 
Full Fashioned Mills, Morganton, 
N.C.; Wytheville Knitting Mills, 
Wytheville, Va.; Cole-Gunn Hosiery, 
Yanceyville, N. C., and many others. 


Close the Shop ... 
.. « Let the Scabs Vote 


Rather than deal with the union, 
some employers have closed their plants. 
Sometimes, such closings have simply 
meant a reopening elsewhere under a 
different name. In any case, the closing 


PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


of a shop to frustrate organization js 
obviously in violation of the intent of 
the law. 


At Mock, Judson and Voehringer of 
Greensboro, N. C., the union had a 
contract that included maintenance of 
membership before the passage of the 
North Carolina “right-to-work” law. 
After a strike, the union lost its bar- 
gaining rights. Still later, in 1954, it 
was reinstated by the workers in an 


NLRB election. 


The company then refused to grant 
a dues deduction procedure. Although 
it was unable to collect dues regularly, 
the union was able to hang on. 

Still later, the company was taken 
over by new interests which renamed 
the enterprise Greensboro Hosiery. The 
new firm immediately challenged the 
union’s right to represent the workers. 
Despite past problems, the union won 
the election. Greensboro Mills then 
refused to bargain in good faith. 
Finally, after months of fruitless talks, 
the mill closed down. 


At Sanson Hosiery Mills, Corinth, 
Miss., the company greeted efforts to 
unionize by firing active unionists. De- 
spite this, the union was able to win 
an NLRB representation election. The 
company retaliated by closing the mill, 
ostensibly for economic reasons. 


Soon after passage of the Taft-Hart- 
ley Act, the union became the victim 
of still another union-busting device 
which has since been cropping up with 
increasing frequency in other industry. 
This involves forcing a strike upon the 
union, hiring strikebreakers, petitioning 
for an election, and then having the 
scabs vote the union out while the 
original employees on strike are denied 
the ballot under explicit terms of the 
Taft-Hartley Act. 
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This union-busting technique was 
first used in hosiery by the Dovedown 
Company of Griffin, Ga., and later by 
other firms. At Dovedown, the union 
held bargaining rights until it was 
forced into a wage strike in 1948. 

Immediately after the strike began, 
the company recruited strikebreakers 
whom it employed as learners at mis- 
erably low wages. 

After a year-long strike, the com- 
pany filed for a decertification election. 
This maneuver forced the union out of 
the situation. As experience has proven 
in other industry, as well as in hosiery, 
it is useless for a union to contest an 
election in which the scabs are permit- 
ted to vote while economic strikers are 


denied the ballot. 


Runaway Shop... 


The Phoenix Hosiery Company of 
Milwaukce once provided jobs for 3,- 
500 workers of that city. Today, this 
company has all but shut down north- 
ern operations in favor of the cheap 
labor markets of the South. Phoenix 
was once an organized shop with good 
wages and working conditions. 

Phoenix began to abandon its Mil- 
waukee opcration some years ago when 
it purchased the Philcord Corporation 
of Monroe, N. C., a non-union plant. 
Later, the firm also purchased Carroll 
Hosiery at Hillsville, Va., and Grayson 
Mills at Independence, Va.,; both of 
which were open shops. 

Not long after Phoenix took over the 
Philcord plant, the workers struck 
spontaneously in protest against poor 
working conditions. The workers then 
called the union in but the company 
refused to mect. Unable to continue 
the strike because of pressing economic 
needs, the workers returned to their 
jobs in the mill. 
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Despite the lost strike, organization 
persisted at the Philcord mill. Knit- 
ters at the plant petitioned for an 
NLRB representation election. Hear- 
ings were scheduled and were begun. 
The company responded by closing 
down its Philcord plant and moving 
the operation into its unorganized Car- 
roll Mills at Hillsville, Va. 

Phoenix Hosiery is but one case of 
the runaway shop. Employers have 
abandoned the North in droves in their 
search for ever cheaper labor. Today, 
in the South, the process is being re- 
peated as employers run from com- 
munity to community. The runaway 
shop device is employed by even the 
large mills of the industry which often 
would rather shut their doors than deal 
fairly with the workers of the hosiery 
industry. 


INDUSTRY 


- « »« Workloads Up 
Wages Down... 


More work for less pay has been 
the rule in the hosiery industry for the 
past decade. The weaker the union 
has become, the heavier the workload. 
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As union influence has declined, so 
has the relative buying power of the 
workers in the unorganized hosiery in- 
dustry. 

Skill requirements in the hosiery in- 
dustry are as great as those in industry 
generally. If anything, the skilled 
groups in hosiery are in somewhat 
greater proportion than in other indus- 
try. This has made little difference. 
In the hosiery industry, the hourly 
wage of even the most skilled worker 
is far behind that of workers of com- 
parable skill in other industry. 

The unorganized hosiery worker has 
failed to share in America’s prosperity. 
Inflation has simply meant higher 
prices and less buying power. As Amer- 
ica has enjoyed its highest living stand- 
ards, the hosiery worker has had to 
accept less and less as his share. 

Wages in the full fashioned hosiery 
industry reached their peak in 1951 
when they averaged $1.56 per hour. 
Six years later, hourly wages were 
$1.54. While hosiery hourly money 
wages remained static, prices zoomed 
and wages generally increased. 

From 1951 through 1954, full fash- 
ioned hosiery wages declined steadily, 
falling to a low of $1.48 an hour. This 
trend was halted only by amendment 
of the Fair Labor Standards Act which 
provided a statutory dollar wage mini- 
mum. 

The average wage in manufacturing 
increased from $1.59 to $2.11 per hour 
by the end of 1957. In durable goods, 
the average wage increased from $1.68 
to $2.20. Workers in  non-durable 
goods lagged behind hosiery workers in 
1948, earning an average wage of $1.48 
an hour. By 1957, non-durable goods 


workers had forged 32 cents per hour 
ahead of the full-fashioned hosiery 
worker. 

While hosiery dollar wages have re- 
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mained static, workloads have been in. 
creased. To earn the same wage, work. 
ers must now work even harder than 
before. 

Many mills now require one knitter 
to operate two machines. Others re. 
quire a knitter and a helper to oper- 
ate two machines. In some cases, the 
stretchout has become so great that one 
knitter is required to operate four ma- 
chines with the aid of two or three 
women helpers. In almost every such 
instance, increased workloads have 
meant the same or only slightly higher 
earnings. 

Modern full fashioned knitting ma- 
chines are huge, complex devices weigh- 
ing 16 tons and having 180,000 parts. 
Each machine is capable of knitting 
from 30 to 32 stockings simultaneous- 
ly. Prior to the weakening of the 
union and present cutthroat competi- 
tion, the rule was one knitter to a ma- 
chine. 

The absence of effective collective 
bargaining has cost the hosiery worker 
dearly. Fringe benefits taken for grant- 
ed in other industry are virtually un- 
known in hosiery, although they once 
existed in many mills. 

Because of the wage competition of 
the non-union mills, the union has had 
to give up benefits even in the remain- 
ing unionized mills. In many instances 
as many as five paid holidays have been 
eliminated and in some cases the union 
has had to give up a week of paid va- 
cation. 

Such health, hospitalization, insur- 
ance, and welfare benefits as exist today 
in the hosiery industry are, as a rule, 
paid for at least in part by the under- 
paid workers of the industry. There are 
virtually no pension plans for produc- 
tion and maintenance workers. In 
wages, in working conditions and in 
welfare benefits, hosiery stands at the 
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bottom of the list, although its prod- 
ucts are vital to the American people. 

This has not always been true. At 
its peak strength, the American Federa- 
tion of Hosiery Workers was able to ob- 
tain a pension plan providing a measure 
of old age security. Despite adversity, 
the union was able to continue this 
plan in operation until 1954, when 
non-union compctition finally forced 
it to agree to the plan’s dissolution. 


CASHIER | 


“The blight that is attacking the in- 
dustry and the union affected the social 
security program of the Federation ad- 
versely during the year. The pressures 
of non-union competition forced the 
termination of employer payments to 
the pension fund, reducing severely the 
number of members who will qualify 
for pensions. 
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“On August 7, 1954, employer con- 
tributions to the pension fund stopped, 
after agreement had been reached in 
negotiations. The non-union major- 
ity of this industry had won another 
victory and succeeded in dragging 
hosiery workers down another notch.” 

These few words from the Officers’ 
Report to the 43d convention of the 
union, held in May of 1955, describe 
tersely the destruction of the hopes and 
aspirations of hosiery workers who have 
served their industry well. Without 
doubt, the immediate cause was a‘de- 
pression in the industry. Nevertheless, 
the hosiery workers have been com- 
pelled to bear the brunt of this con- 
tinuing depression. 


INDUSTRY 


Some Conclusions .. . 


Competition based upon eroding 
wages and working conditions benefits 
nobody. Workers, obviously, are the 
immediate and the hardest hit victims 
of such competition. The number of 
liquidations in the hosiery industry at- 
test to its futility for employers. In the 
longer run, not even the consumer bene- 
fits, because an expanding economy 
cannot be sustained without a wage 
structure healthy in all its parts. 

There is no doubt that the hosiery 
industry over-expanded after World 
War II. Nevertheless, this could have 
been corrected without destroying wage 
standards and working conditions 
throughout the industry. 

Most problems that have plagued 
the industry in the postwar period ex- 
isted before the war. Yet, in the im- 
mediate prewar era, the union grew 
and helped to establish stability within 
the industry. 

The major difference has been the 
Taft-Hartley Act. This law has made 
it possible for the unscrupulous em- 
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ployer to fight the union with all the 
tricks that were used before the Wag- 
ner Act—and to do so armed with the 
immunity of the law. 

The Taft-Hartley Act has en- 
couraged the hosiery industry to run 
away to the cheap labor areas, especial- 
ly the “right-to-work” states. Today, 
employers in these states are able to 
resist union organization so success- 
fully that it is hard to believe that col- 
lective bargaining is part of national 
policy. 

True, the runaway movement was 
begun by the most unscrupulous em- 
ployers who sought to solve their prob- 
lem of overproduction by producing 
even more with cheaper and cheaper 
labor. But under the lash of economic 
necessity, other employers have joined 
in the race until the industry itself 
exists upon the basis of unrestrained ex- 
ploitation of its workers. 

Had it not been for Taft-Hartley, 
the union could have retarded this proc- 
ess or halted it altogether. Prior to 
Taft-Hartley, the American Federation 
of Hosiery Workers was making prog- 
ress in organizing, even in the South. 
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The difference was prompt elections, 
reasonable restraint on alleged employer 
free speech, the ability to file an unfair 
labor practice or refusal-to-bargain 
charge with the understanding that a 
union complaint would be reviewed up- 
on its merits, and the requirement that 
the employer would have to bargain in 
good faith. 

Today, the employer, as already de- 
scribed, has developed a “defense in 
depth” against the union. Today, the 
law grants a virtual immunity against 
successful organization, at least in the 
hosiery industry. 

Yet, this sick industry needs more 
than anything else the stability pro- 
vided by the effective organization of 
its workers. The hosiery industry it- 
self stands to gain by the passage of a 
labor-management relations law that 
would restore collective bargaining. 
Until good faith bargaining once more 
becomes a determining factor, the in- 
dustry will continue to suffer ever more 
intensely from its present problems. 
Worse, still, the victims will be the 
underpaid workers who will desert the 
industry at every opportunity. 
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Mr. Canzano. I also want at this moment to thank the committee 
for the kindness they showed our witnesses for the union. I have 
some testimony here for the president of our union who could not 
stay, namely, Mr. William Pollock, and I hope that, too, becomes 
part of the record. 

Senator Pastore. It will be made part of the record. 

(The statement is as follows:) 


FoRMULA To END FEUDALISM, A TExTILE LABoR RELATIONS ACT—:'TESTIMONY BY 
WILLIAM POLLOCK, GENERAL PRESIDENT OF THE TEXTILE WORKERS UNION OF 
AmeEriIcA, AFL-CIO, NovEMBER 14, 1958 


Mr. Chairman and members of the subcommittee, the testimony you have 
heard from the various spokesmen for the textile industry this week embraces 
what, in our opinion, is a shortsighted approach to the industry’s problems. 

That is not surprising for, by and large, the principal management witnesses 
speak only for the large, powerful combines in the industry. They show no con- 
cern for the dilemma of the small textile manufacturer, or for the problems of 
the workers and the communities which depend upon this industry for their 
livelihood and welfare. 

All along they have been asking for higher tariffs, for one-price cotton, for 
more liberal depreciation allowances, for an increase in Government orders and 
a decrease in orders to textile manufacturers abroad. 

Most recently they had proposed that the Government create a Textile Indus- 
try Advisory Council which would be linked to the Department of Commerce. 
It would function simply as an information body set up to alert the Government 
to policies that are injuring the textile industry. Beyond that, nothing. 

These are not answers to the basic problems of the textile industry. A cor- 
rection of tariff inequities, in itself, will not restore the industry to good health; 
more especially, it will not usher in an era of growth and expansion. The only 
ray of hope in all of their proposals lies in the establishment of a single-stand- 
ard, raw-cotton pricing system. This can help broaden textile markets, but it is 
not a sufficient or permanent answer. 

Their Textile Advisory Council proposal is but a much-watered-down substi- 
tute for our own proposal—for the creation of a permanent Federal Textile De- 
velopment Agency. The subcommittee is fully acquainted with our Agency plan, 
and we will not burden it with repetition. 

In our view, this entire approach by the manufacturers is typical of the indus- 
try’s inability, as a group, to solve its problems without substantial and con- 
tinuing Government aid and guidance. It is too self-seeking and too 
individualistic in nature; it is completely lacking in organization. That is why 
it has failed to provide any lasting answers to its dilemma. 

It demands special concessions from the Government, yet it refused to make 
any commitments of its own. It complains about the low scale of wages pre- 
vailing in foreign textile mills, yet it refuses to even begin to correct the 
scandalous inequities which exist between textile pay and other factory wages 
in our own country. 

And, very significantly, it is silent on the subject of its feudalistic labor rela- 
tions policy. That silence, gentlemen, is deafening. This subcommittee owes it 
to itself to learn the details of that story if it is to acquire a well-rounded pic- 
ture of the textile industry. The matter of labor relations is inextricably 
wound in with basic instability and lack of vision, which so severely handicaps 
the textile industry. 

The story of labor relations in textiles is the story of day-to-day dedication to 
the repression of the rights of textile workers to organize and lift themselves . 
above the level of second-class citizenship in which they wallow. It is a story 
which has been copiously documented by the Textile Workers Union of America 
at other congressional hearings. 

For the details, we refer you to— 

Taft-Hartleyism in Southern Textiles, 1950, printed in Labor-Management 
Relations in the Southern Textile Industry, hearings before the Subcom- 
mittee on Labor-Management Relations of the Committee on Labor and 
Public Welfare, United States Senate, 81st Congress, 2d session, 1950 (pt. 2, 
December 7, 1950, printed 1951), at pages 83-161. 
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Taft-Hartleyism in Textiles, 1953, printed in Taft-Hartley Act Revisions, 
hearings before the Committee on Labor and Public Welfare, United States 
Senate, 83d Congress, 1st session, 1953 (pt. 3, April 16, 1953), at pages 
1450-1522. 

Civil Rights, 1957, hearings before the Subcommittee on Constitutional 
Rights of the Committee on the Judiciary, United States Senate, 85th Con- 
gress, Ist session, 1957 (printed 1957), at pages 1205-1217. 

Taft-Hartley Free Speech * * * February 1, 1954, printed in Taft-Hart- 
ley Act Revisions, hearings before the Committee on Labor and Public Wel- 
fare, United States Senate, 83d Congress, 2d session, 1954 (pt. 6, February 
1, 1954), at pages 3218-3233. 

These publications contain authenticated details of each situation and incident 
which we are about to describe to this subcommittee. 

Place yourself, if you will, in the position of an employee in a southern textile 
mill. You and your fellow workers decide you need a union. You get in touch 
with the Textile Workers Union of America, and you meet with an organizer. 
What happens next? 

First of all, you’re likely to be fired. There is even a case on record where 
a worker was discharged for saying “Hello” to a union organizer who had served 
in the same naval unit with him during World War II. 

Of course, it’s against the law to fire a worker for union activity, but it’s some- 
thing else again to prove such a charge before the National Labor Relations Board 
as it is presently constituted. Not a single viewpoint sympathetic to the problems 
of workers is represented on that Board today. So, if the employer can offer 
any other possible reason for the discharge your case is lost. 

Some 200 southern textile workers were fired for union activity last year. 
What does a firing mean in the average southern textile community, with its 
standard mill-village setup? 

It means blacklisting ; it means eviction of entire families from company-owned 
homes; it can mean the discharge of all other members of your family, and even 
the discharge of the friend who recommended you for employment in the mill. 

But, even if you don’t get fired, the hurdles are still formidable. Suppose you 
find that many other workers in the mill are interested in forming a union and 
in the literature the organizer gave you. So you make plans for a meeting. 

Where can you hold it? Can you rent a vacant store? Not a chance, because 
the word has gone out to the community that dealings with the union are 
forbidden. 

Can you use the townhall, a public school, a church, or the YMCA? The doors 
are shut tight to the workers. 

So, you hold it in an empty lot, or in a tent erected on the outskirts of town. 
And the police usually are there to check who attends and to report this infor- 
mation back to the company. 

Of course, there are other kinds of meetings, and each has a guaranteed attend- 
ance of 100 percent because the company calls them and holds them in the mill, 
on company time, so the boss can denounce the union. At the Chatham Manufac- 
turing Co., in Elkin, N. C., prayer meetings, with local clergymen participating, 
were held in the mill during a period of 2 years to exhort workers to drive the 
“devil union” out of the town. The account of what happened in 1953 when the 
TWUA attempted to unionize workers in Elkin, N. C., has not been printed in any 
Government publication. We believe it should be printed, and we offer a copy 
herewith. 

But, for the sake of exploring every possibility, let’s suppose that you do find 
a place to meet. You then find it difficult to contact every worker in the mill so 
you can present the union’s case. People are scattered ; you’re short of energetic, 
effective helpers, and there’s always the company stooge and the local police to 
intimidate workers against attending. 

So you seek to place an ad in the local newspaper to get your story across; but 
the paper won’t take your money. Instead, the space it could sell to the union 
goes to the boss in the form of “news stories” and editorials in every issue, 
attacking the union. 

Of course, there’s the local radio station. There’s a chance here because of the 
rules of the Federal Communications Commission. But here you run into rigid 
restrictions on scripts, which you must submit far in advance of the broadcast. 
And, by some peculiar coincidence, the employer usually knows what you're going 
to say before you get a chance to say it. 
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Theoretically, you can pass out leaflets. That’s your constitutional right, but 
in many southern communities the law enforces deliberately scorn that right and 
do it on the basis of local ordinances which are unconstitutional on their very 
face. So you are subject to arrests for trespassing, or for littering, or for 
soliciting without a license—and in some communities such a license runs into 
hundreds or even thousands of dollars. 

Even where such spurious laws are not involved, leaflet distribution is severely 
limited. With NLRB sanction, the employer can prohibit distribution on mill 
property or even on nearby parking lots. So the right to freedom of speech must 
be pursued on a house-to-house basis, at the very best. 

And as you pursue this right, you’re followed by company spies and are subject 
to constant surveillance by the police. You may be beaten up at the mill gate as, 
for example, was the case in Tallapoosa, Ga., and Sylacauga, Ala. Or you may 
be firehosed and “stomped” as our organizers were in Gaffney, S.C. Or you may 
be kidnaped, as was the fate of a woman organizer in Georgia ; and even murdered, 
asa TWUA business agent was in Bemis, Tenn. 

But let’s continue with this organizing campaign. Let’s suppose you have met 
with success in spite of all these obstacles, and that you have signed up a decisive 
majority of the workers. 

You then petitioned for an election. Even if your majority is firm, the em- 
ployer won’t consent. He’ll demand a hearing and he will throw in all sorts of 
technicalities—for just one reason—delay. And under the Taft-Hartley Act, he 
often is able to stall off an election for 6 months or more. 

Time is on his side and he makes good use of it. If you’re the leader of the 
union group, this is the time when you get fired. This is also the time for 
renewed and intensified brainwashing of the workers, for distribution of race- 
hate propaganda, for captive-audience meetings in the mill, for veiled threats 
by management, and for individual interviews in the foreman’s or superin- 
tendent’s office where you are given the third degree. 

So, by threats or promises—or both—the employer weakens the union faith of 
your fellow workers. No lie is too big to be told about the union; no appeal 
to racial, national, or religious bigotry is too shocking. 

And in all this, the employer has the enthusiastic help of the community as a 
whole—the merchants, the clergymen, the public officials and the professional 
people, all of whom he also dominates. So you find yourself very much alone; 
your whole little world is lined up on the side of the employer. 

It is hard to understand why this is so. It should be clear to the merchants, 
the doctors, or the lawyers, for example, that their own prosperity would be 
greater if their customers, patients, or clients earned $2 an hour instead of an 
average of $1.45. Yet, they consistently support the millowner against the 
workers. 

But let us finish exploring the twists and turns in a typical southern or- 
ganizing campaign. Let’s suppose that you and your fellow workers have had 
the courage, the perseverance, and the moral fiber to withstand all of these 
tactics. You have your election and you win it. What happens then? 

Often as not, the employer will simply refuse to bargain in good faith. He 
may even repeat what he said before the election—that he would never sign a 
contract; or he will drag out collective bargaining with impossible demands; 
or he may even close down the mill, as was the case in Darlington, 8. C., and 
in a number of mills formerly operated by Burlington Industries. In any event, 
his antiunion campaign will continue without a letup. 

Now, you, the union worker, are left with two choices. You can file charges 
with the NLRB against this flagrant violation of law. You may even be up- 
held—3 or 4 years later. Of course, by that time, there won’t be any union 
left in the mill. 

The other choice is to strike. This may even be worse, for you will run up 
against injunctions, and you will wonder what happened to the Norris-La 
Guardia Act. You also will learn about the inside of a jail; and you will learn 
about underemployment in the South, which produces hoards of eager strike- 
breakers. 

We do not maintain that everything we have described happens every time, 
but we emphasize ‘that these events are not exaggerated. And there are many 
other antiunion techniques which haven’t even been mentioned before. What 
they all add up to is that,in this year of the Taft-Hartley Act and a pro- 
employer National Labor Relations Board, the southern textile worker has no 
rights to speak of. 
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If you will allow me to turn back the pages of history some 12 years, you 
will recall that the Taft-Hartley Act was adopted in a legislative atmosphere 
which was conditioned by the image of John L. Lewis sitting astride a union 
that had the entire coal industry organized, dictating terms to management, and 
launching crippling, industrywide strikes. Spurred on by this image, Congress 
enacted the Taft-Hartley law as a curb against such so-called all-powerful 
unions. But was that an accurate picture of the nationwide balance of 
strength between employers and unions in general? 

Was it fair to saddle such curbs upon unions like our own, which had not 
yet achieved their organizational objectives? Were such unions—and they are 
in the vast majority—dictating terms to management, launching industrywide 
strikes, or otherwise exerting undue influence over management or the economy 
in general? 

The answer obviously is “No.” At the very best, before the Taft-Hartley Act, 
we were fighting a successful uphill battle to organize our.industry with the as- 
sistance of the Wagner Act. 

The Taft-Hartley Act has throttled that effort by creating an atmosphere 
which fosters the union busting which we have described today. 

We say to you that public attention must be directed to this gross injustice 
to textile workers and that public opinion must be aroused to remedy it. 

Textile workers are entitled to a strengthening of their civil rights and con- 
scientious enforcement of these rights. They deserve protection from the pro- 
employer bias of the National Labor Relations Board which presently denies 
them a fair hearing. The conduct of the NLRB and its administration, inter- 
pretation, and enforcement of the Taft-Hartley Act justifies a full-dress con- 
gressional investigation. 

The Taft-Hartley Act is riddled with gimmicks which militate against the 
rights of textile workers to organize. There should be limitations upon the so- 
called free speech privilege which employers use to brainwash, intimidate, and 
terrorize prounion workers. 

Employers should be held responsible for illegal acts of their agents and 
allies in union busting. 

The law should provide for early and prompt elections, instead of permitting 
them to be dragged out and delayed, as is the current practice. By the same 
token, determinations and decisions involving unfair labor practices should be 
made with speed and dispatch. 

And penalties for violations of the act should be made stronger, in order that 
they will serve as genuine deterrents to violations instead of mere slaps on the 
wrist. 

But this is only a partial answer. What actually is needed is a special Textile 
Labor Relations Act, modeled along the lines of the legislation which governs 
labor-management relations in the railroad and airplane transportation in- 
dustries. 

We make this proposal to this subcommittee in the deep-seated conviction 
that special legislation of this type is the specific remedy in an industry which 
is notorious for its feudalistic approach to labor relations. 

It is not my intention to go into the specifics of a Textile Labor Relations 
Act at this point. But its general purposes, as we see them, can outline for the 
subcommittee what our proposal embraces. 

It would be designed to avoid any interruption to commerce. 

It would forbid any limitation upon freedom of association and provide for 
the complete independence of textile workers in the matter of self-organization. 

It would provide for the prompt and orderly settlement of all disputes in- 
volving rates of pay, rules or working conditions, as well as disputes growing 
out of grievances and contract negotiations. 

Given such a base of support and protection by the Government, textile work- 
ers would be able to achieve the first-class citizenship which they deserve and 
which they have always been denied. 

In our view, this proposal goes hand in hand with our earlier proposal of a 
Textile Development Agency. Together, they provide the formula for a pre 
gressive, resurgent textile industry. 

We earnestly offer this formula to this subcommittee. 


Mr. Canzano. There are two things I want to mention about the 
testimony from the president of our union, Senator Pastore. One, 
that we take issue with the advisory council that was recommended by 
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one of the employers associations. While we think this is a good 
recommendation to have been made by employers, we do not believe it 
far enough and we ask the committee to go further than that, if 
they want to do something for this industry. 
nd, in his testimony, Mr. Pollock gives a very good review of 
what has been happening to us as an organization in regards to organ- 
izing the workers, and in this testimony, we have asked for a textile 
labor relations act if there is a possibility, similar to the railroad 
industry or airlines industry, or those industries that have been given 
a preference by the Government. We find in our industry and I think 
the testimony has so shown, that in this industry, unfortunately, many 
of the employers would rather fight the rates of their workers rather 
than fight with their workers toward obtaining a good end. I do not 
want to discuss the testimony, I know in the record the committee will 
give it that which it has to do. 
Again, in closing, I thank the committee for all of the kindness 
showed our witnesses. 
Senator Pastore. Thank you. Our next witness is Mr. Charles 
Hughes. 


STATEMENT OF CHARLES HUGHES, DEPUTY INDUSTRIAL 
COMMISSIONER OF THE STATE OF NEW YORK 


Mr. Hucues. My name is Charles Hughes, deputy industrial com- 
missioner of the State of New York. 

I have a few interpolations, but this will be a very brief presentation, 
[ promise you. 

First of all, I should say that I am very appreciative of this oppor- 
tunity to appear in behalf of the State of New York. Of course, you 
must understand that the textile industry decline constitutes a serious 
challenge to the economy of this State. Its continued shrinkage, clos- 
ing of mills, and displacement of employees has resulted in the de- 
preciation of many localities within the industry, deprived them of 
their historic employments and has left thousands of workers stranded 
without alternative employment. Many of them have been forced into 

remature retirement and those who had sought alternative work, have 
ound doors closed to them because of their age or restricted industrial 
experience. 

The personal tragedies which have followed these mill closings have 
been numerous. The effects on the local economic or of the local 
economies have been devastating in some and serious in others. Some 
of these communities have not yet recovered from the mill closings 
even though they have occurred 5 or more years ago. 

In other areas some substitutions in industry have been affected, but 
in most cases, they have not been able to reestablish their former degree 
of prosperity. Particularly hard hit has been the small towns and 
one-industry cities like Amsterdam which have been historically de- 
pendent upon the textile industry. 

We have seen the textile industry shrink over the past several 
decades. First the cotton industry went, and then the knit wear in- 
dustry, woolen mills closed up in the early postwar period; more 
recently, carpet mills have been shut. If current reports are to be 
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given credence, more of the latter will be moving to Puerto Rico and 
South in the near future. 

I am informed that you have been given a list of mill closings in 
New York State by total and by individual names. Many represent 
significant bulwarks of the various local economies and have elimi- 
nated the very footing of the local area. The closing of the A. D. 
Juilliard plant in Stottville, N. Y., was such a case. Others could be 
also listed. We are concerned with these problems from the point of 
view of the economic wellbeing of the State, the welfare of the 
workers, and finally, the conditions of the community. 

As for the economic future of this State, we hope that your com- 
mittee will develop a program which will assure the continuing 
growth of this industry. It is not enough for us to stop the closing 
of mills, there must be concurrent growth. 

There have been suggestions for your committee to recommend the 
establishment of a textile development agency which would engage 
in textiles and market research, develop new procucts and coordinate 
the various interests in order to assure further economic growth. You 
can be sure of our support of any such program. We believe that 
your committee should seriously consider steps necessary to aid the 
people who are released from these closed mills. 

We are now assisting these persons through unemployment in- 
surance. Our State employment agencies have tried to help indi- 
viduals in locating new jobs. Employment tests have been given to 
them to assist them in finding appropriate new employments and to 
find the talents and economic assets which each can market. We have 
helped where possible with technical training but unfortunately, we 
have not been able to reach all of the displaced people. Employers 
have preferred the young individuals who are coming into the labor 
market and have shunted away the older person. Our State now has 
a law against discrimination of the older workers, but this law can 
reach only over discrimination. 

The older worker finds it increasingly hard to find a job, particu- 
larly in communities where there is a scarcity of jobs. The special 
employment service for the older worker is not effective in such a 
market. These people can be helped primarily in communities where 
there is sufficiency oF and not a dearth of jobs. 

We are, therefore, much impressed with the need of a special sep- 
aration pay for these people because their unemployment is prolonged. 

We have been able to help some under the recently liberalized un- 
employment benefit program, but workers in the textile industry 
certainly need a permanent form of assistance. If there is to be, as 
appears likely, an unending stream of closings, if the industry and the 
Federal Government are not going to change this course, the least 
that. can be expected is assistance to the older person. 

In order to illustrate these trends, may I indicate the effect of a mill 
closing as it was revealed in the experience following the closing of the 
Alexander Smith mill in Yonkers, N. Y. Mind you, this is a mill in 
the metropolitan area where workers have greater access to alternative 
jobs than may be found in smaller one-industry textile communities. 

I might say by way of interpolation that you have heard consider- 
able testimony here this afternoon or rather, this morning, in relation 
to the closing of the Alexander Smith. I have somewhat of an inti- 


~ , ae A peel 2S 


PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 1579 


mate familiarity with the situation. I can tell you this, the larger 
percentage of older people were over 50 years of age, which consti- 
tuted something like 60 percent of the people who were left in Alex- 
ander Smith. At the beginning of 1954, 50 percent of these peo- 
ple were over 50 years of age. Many of these people have been unable 
to find any employment since Alexander Smith liquidated. Their 
circumstances are tragic. I believe that in confirmation of what has 
been testified to here previously, that this is an excellent situation in 
which to survey the consequences of the liquidation of a major indus- 
try in a community, and its impact upon the people and the economy. 

The industries which substituted for Alexander Smith, as has al- 
ready been indicated on the record, are substandard, minimum wage 
industries. I would safely hazard the guess, based upon the figures 
which are available to us in the New York State Department of Labor, 
that the current average wage of the people working in the old Smith 
properties is roughly 40 or 50 cents an hour less in average than the 
Alexander Smith workers were paid in 1954, at the time of the an- 
nouncement of liquidation. 

I was just going to interpolate a few more figures into the record. 
These are from our statistics in the New York State Department of 
Labor. They indicate that in the State of New York, at the peak of 
our postwar employment in 1948, there were 98,600 workers engaged in 
textile products industries in the State of New York. September of 
1958, the number employees has shrunk to 57,600. We anticipate, of 
course, further shrinkage. 

Interestingly enough, in the areas in New York State, where there 
have been major textile concentrations, in New York City, for in- 
stance, there has been a decline from February 1951 to August of 1958 
of 37.2 percent of the textile industries in that period of time. Al- 
bany, Schnectady, Troy area there has been a 49 percent, roughly, 
decline. Nassau, Suffolk Counties, a 33 percent. Utica, Rome, Herki- 
mer, Little Falls, 80-percent decline. Westchester County, a 90-per- 
cent decline. 

Now this will give you some indication of the extent of the shrink- 
age of textile industry in the State of New York, and the consequent 
havoc that has been wrought in these particular areas with the liquida- 
tions and closing of mills, 

As for the communities which have been chronically distressed by 
the closings of the textile mills, we believe that your committee should 
endorse and urge upon the Congress of the United States the passage 
of the Douglas-Payne bill, which passed through both Houses of 
Congress and was vetoed by the President of the United States, and 
we finally urge, first of all, that this committee should do what it pos- 
sibly can to urge upon Congress the advisability of helping to resusci- 
tate and stimulate the growth of the textile industry or bringing about 
provisions for severance pay allowances for textile workers laid off 
by the closing of the mills. And finally, urge the immediate passage 
of the Douglas-Payne area development bill. 

I would like these figures inserted in the record. Thank you. 

Senator THurmonp. Thank you. The figures will be made a part 
of the record. 
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(The document is as follows :) 


Employment in the teatile mill products industry and its divisions in New York 
State, 1947-57 (annual averages), and September 1958 





| | Dyeing and | Carpets, 

Total textile | Broad woven; Knitting finishing | rugs and 
mill products} fabric mills mills textiles | other floor 
coverings 


(1) () (1) (1) 

(1) (1) (1) (1) 

(1) (1) (1) (1) 

13, 200 30, 600 | 11, 200 | 18, 300 

12, 300 | 29, 800 | 10, 100 15, 800 
’ 31, 600 | 9, 400 | 12, 200 
: 32, 000 | 8, 800 13, 

28, 200 8, 000 10, 

29, 000 8, 400 

30, 200 7, 800 | , 

27, 700 6, 900 ; 

27, 800 6, 100 














1 Not available. 
Source: New York State Department of Labor. 


Employment in the textile mill products industry in selected areas in New 
State, February 1951 and August 1958 


- 
| ! 

| | Decline 
February | August 


Market area 
1951 1958 


| Number | Percent 


: iti ——|—_—_— | 
New York City !__. | 7, 400 | 
Albany-Schenectady-Troy 3, 000 
Nassau-Suffolk Counties 400 
Utica-Rome-Herkimer-Little Falls 6, 300 





Westchester County : 7, 300 


| Exeludes knitting mills. 
Source: New York State Department of Labor. 


Senator THurmonp. You may go ahead. 


STATEMENT OF FRANCIS SHAUFENBIL, SECRETARY-TREASURER. 
UNITED TEXTILE WORKERS OF AMERICA, AFL-CIO 


Mr. ScnaurensiL. My name is Francis Shaufenbil. I believe I 
can best serve my organization at this point in the hearings simply by 
stating very briefly that the position of our organization on this ques- 
tion is that we disagree with the administration on the Reciprocal 
Trade Agreement Act, particularly in view of the unfortunate effect 
it has had upon the textile industry, and we seriously hope that this 
committee will be able to bring about a change in that situation. 

About 4 months ago your committee began a study of the United 
States textile industry with a public hearing in Washington, D. C., 
and since then your committee has traveled into various sections of 
the industry providing an opportunity for all those concerned to 
testify on local and area conditions. 

After this elaborate testimony, it would appear that you have 
secured all vital and necessary information and what we say here today 
would be largely repetitious. However, in summing up our presenta- 
tion, we desire to reemphasize our firm conviction that the textile 
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industry deserves and needs serious consideration and action by the 
Congress. 

Testimony shows that more than 325,000 textile workers have been 
displaced since 1947, but even this staggering figure does not tell the 
complete story. Part-time work and layoffs have affected almost the 
entire remaining working force. 

Average earnings are far below other manufacturing industries. 
We are still operating with the $1 minimum wage under the Walsh- 
Healey Public Contracts Act and the Fair Labor Standards <Act. 
About a month ago, we petitioned the United States Department of 
Labor to increase the minimum to $1.25 an hour. We said, at that 
time, that in dispensing the taxpayers’ money “no objection would be 
raised if the Government made it possible for the employer to make 
a fair profit and the employee a living wage,” and we cited the im- 
pressive contribution made in the form of increased man-hour 

roductivity and the fact that the workers are sorely tried by pro- 
hibitive living costs, the highest in our Nation’s history. 

With the opening of the 86th Congress in January, the AFL-CIO 
will also press vigorously for the same $1.25 minimum under the Fair 
Labor Standards Act. This entire question of wages and hours and 
employment must, of necessity, be considered in this textile study. 

To restate our position on tariffs and imports, we disagree with the 
administration of the Reciprocal Trade Agreement Act. We object 
to the notion held on some high places that our domestic textile indus- 
try isexpendable. In our testimony in Washington and New England 
we documented in detail the volume of textile imports and exports. 

Before this textile study started, our union pledged its complete 
cooperation with management and Government in seeking a solution 
to the critical textile situation. We reiterate this position. 

Your committee has brought together the representatives of man- 
agement and labor in a common cause. We feel quite confident that 
with the help of the textile industry’s friends in Congress—friends 
in both parties—there will be a restoration of stability in this sick in- 
dustry, which will be beneficial to all concerned. 

I should like to introduce to the committee, a vice president of our 
organization from Paterson, N. J., area, Vice\President Joseph 
Krause, who will comment briefly on matters affecting the woven label 
industry. 

Senator THurmonp. All right, sir. 


STATEMENT OF JOSEPH KRAUSE, INTERNATIONAL VICE PRESI- 
DENT, UNITED TEXTILE WORKERS OF AMERICA, AFL-CIO 


Mr. Krause. I am happy to be afforded the privilege of appearing 
before your committee to present for your consideration the severe 
hardships endured by the hundreds of textile workers I service in the 
New Jersey-New York area, due directly to the importation of textile 
products from foreign countries. 

I have spent 29 years in the textile industry beginning as an un- 
skilled employee in a woven label shop, and after serving several years 
of apprenticeship, becoming a skilled woven label weaver. During 
most of those years, I was active in my trade union. The past 11 
years, I have served as an officer in my international union, United 
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Textile Workers of America, AFL-CIO. In this capacity, I service 
textile workers in the woven label and linen thread industries. 

The woven label] industry manufactures the woven labels which a 
pear on garments, and it is a specialized and highly skilled trait 
The woven label employees have been union members for over 50 
years. During these many decades, they have improved their wages 
and working conditions. ‘Even today, such unique skills are required 
to master the intricacies of some of the crafts in this industry, that a 
4-year apprenticeship is required for card cutters and a 6-year appren- 
ticeship is required for designers. 

The employees in the woven label industry are being critically af- 
fected by the importation of cheap Japanese woven labels into this 
country. The great volume of imported Japanese woven labels is 
causing hundreds of our American working men and women in this 
area to lose their jobs and is also causing the weakening of the work- 
ing conditions of those woven label workers fortunate enough to 
retain employment in this shrinking industry. 

Presently, the average wage for woven label workers is about $2 per 
hour. Besides this, the American woven label worker, through the 
normal American processes of free collective bargaining receives the 
following fringe benefits: Seven paid holidays, 2 weeks’ paid vacation, 
employer-paid life insurance, employer-paid medical, hospital, and 
surgical insurance, and an employer-paid pension plan for retired and 
disabled woven label employees. 

Contrast these decent American wage rates with the pitiful wage 
rate of about 12 cents per hour paid to Japanese textile workers. 
Take into further consideration that the Japanese textile workers do 
not receive the economic fringe benefits received by the American 
woven label employees; and take into further consideration that the 
Japanese woven label workers also work many longer hours durin 
the week, without the benefit of time and a half for all hours work 
over 8 hours in 1 day. 

Through the years, the volume of woven labels imported from 
Japan into the United States has increased tinanetdndaly, In 1947 
and 1948 there were no importation of Japanese woven labels into 
this country. In the 3 or 4 years prior to the Foreign Trade Agree- 
ments Act of 1951, there were very few woven labels, if any, imported 
from Japan. In 1952, the first year after said trade agreements, the 
volume of woven labels imported from Japan amounted to only 624 
pounds, which would be about 1 case of Japanese woven labels. In 
1957, the volume of imported Japanese woven labels rose to 823 cases. 
And for the first 10 months of 1958, the volume of imported Japanese 
woven labels rose to 1,735 cases. Projecting these figures for the year 
1958, it would show the volume of imported Japanese woven labels 
would be about 2,100 cases. A case contains about 300,000 woven 
labels, therefore, 2,100 cases represents 600 million cheap Japanese 
woven labels which are flooding the American textile market. Six- 
hundred million woven labels represents jobs for 15 months for all the 
700 unemployed American woven label workers in my jurisdiction. 
In other words, our 700 unemployed woven label workers are un- 
employed directly because of these imported Japanese woven labels. 

hese figures are definitely on the low side because we have men- 
tioned figures concerning only cases of imported Japanese woven 
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labels. In addition to these cases, there are Japanese woven labels 
entering the United States in cartons, bales, and packages. We do 
not have those figures at our disposal but they Seat be obtained from 
United States Government sources. If we had the complete figures, 
it might very well be that our unemployed woven label workers 
could be employed for 2 years or more, instead of 15 months. 

Our union, United Textile Workers of America, Department of 
Woven Label Workers, AFL-CIO, had about 1,500 employees in 20 
woven label shops in the New Jersey-New York area. Since 1953, 
5 shops, or 25 percent, have gone out of business in this area. These 
5 shops had a total of 221 looms, which represents about 3314 per- 
cent of the looms in the organized woven label shops. 

The membership in our union, which was 1,500, has dropped to 
about 800 members, or a loss of 700 members, which is a loss of about 
50 percent in our New Jersey-New York area. This loss of member- 
ship is reflected in all crafts, from the highly skilled designers, card 
cutters, loomfixers, twisters and weavers, to the auxiliary workers such 
as warpers, winders, quillers, and makeup workers. It should be 
noted, also, that the loss of employment in the shrinking woven label 
industry adversely affects industries that supply the woven label 
trade. This causes loss of jobs in such allied industries as dyers and 
finishers, yarn processors, harness producers and builders, reedmakers, 
loom builders, machine shops, and many others. I will not go into 
the effect on the local merchants whose business suffers because of 
the loss of earnings of the hundreds of woven label workers, through 
loss of employment. 

Not only are hundreds of woven label jobs eliminated but where 
jobs are retained, the employees often are required to work short work 
weeks, which means further reduced earnings for the American 
woven label worker. 

During the past several collective bargaining negotiations our 
union had with the woven-label employers, we were constantly re- 
minded by them of the poor economic conditions prevailing in this 
industry, due to the importation of cheap Japanese woven labels. 
Being realistic, our union was faced on the one hand with continuing 
normal progress in bettering our wages and fringe benefits or, on 
the other hand, with being faced with the likelihood of more woven- 
label companies going out of business because they couldn’t meet the 
union’s demands due to the loss of business to Japanese unfair com- 
petition. Therefore, our union had to accept compromises most 
reluctantly. 

We have been informed that the American woven-label manu- 
facturer is forced by the unfair competition of cheap imported Japa- 
nese woven labels to lower his prices competitively in the American 
market and, furthermore, the American woven-label manufacturer 
is also of necessity being forced to produce much cheaper labels. This 
not only makes his margin of profit hazardous but it also threatens 
his very existence in business. This creates a situation where, in 
order to stay in business, many woven-label companies become mar- 
ginal operations. A marginal business is unhealthy for the economy 
and does not provide security or stability. 

If it sounds strange for a labor union to be interested in the financial 
wellbeing of a company, let me assure you that we, in the American 
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labor movement, believe in the American form of economy which 
provides that industry should make a profit, because only out of 
profits could we normally expect to progress with wages and “fringe 
benefits.” 

The 700 woven-label workers severed from their jobs have an ex- 
tremely difficult task of becoming reemployed. Because of the highly 
specialized and unique skills required in this industry, two immediate 
problems arise: 

(1) Because of these skills, woven label workers tend to remain in 
their trade for a long time, thus their average age is about 60 years. 

(2) With their advanced age and skills, it is difficult to retrain them 
or relocate them in other jobs. 

In a time when an industrial worker is considered obsolete at 40 
years of age, our woven label workers face almost insurmountable 
obstacles when they are terminated in their industry. These termi- 
nated employees who have difficulty being relocated and who have 
exhausted their unemployment compensation benefits present an eco- 
nomic and social problem to the community and the Nation. Answers 
must be found to this problem and we trust your committee will, 
through its exhaustive study of the depressed textile industry, find 
some answers. 

The members of our union petitioned their Congressmen in behalf 
of bill H. R. 469 and we are pleased that both Houses of Congress 
adopted that piece of legislation in the 85th Congress. That legisla- 
tion provides that an imported textile fiber product name the country 
where processed or manufactured. 

The members of our union are also interested in bill H. R. 13104 
which was introduced in the closing days of the 85th Congress. H. R. 
13104 is a bill to amend the Tariff Act of 1930, as amended, by defin- 
ing the term ultimate purchase with respect to certain imported 
articles, and for other purposes. This bill was referred to the Com- 
mittee on Ways and Means. Our union hopes it will be brought to 
the floor of the new 86th Congress and will be adopted. We are inter- 
ested in this bill because Japanese woven labels are not marked as to 
country of origin and this bill would define the ultimate consumer as 
the person who purchases the garment. This would mean the foreign 
woven labels would have to be marked on the face and if the bill were 
passed, the woven label industry feels it would reduce the importation 
of foreign woven labels considerably. 

The United Textile Workers of America, AFL-CIO, is gratified 
that Senate Resolution 287, authorizing a study of the textile industry 
in the United States, was introduced into the United States Senate 
and was adopted in the 85th Congress. It is encouraging to know that 
the Senate of the United States is concerned with the plight of the 
American textile industry and is concerned with the economic and 
social hardships suffered by the thousands of unemployed and dis- 
located textile workers and their families. Our union hopes that as a 
result of your continued study, your committee will recommend legis- 
lation to alleviate such suffering nad restore the American textile 
industry as a vital and healthy segment of the American economy. 
In studying this serious textile problem, I trust your committee will 
give consideration to the following suggestions : 

(1) That the Congress of the United States pass legislation to con- 
trol the flood of cheap imported textile products into this country toa 
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point where it will not compete unfairly with American manufactured 
textile products. 

(2) Extend the periods for, and increase the amounts of unemploy- 
ment compensation to ease the financial burdens of workers who have 
been unemployed for long periods of time, over and above the present 
law. 

(3) Reduce the age for retirement under the Social Security Act 
to ease the financial burdens of unemployed workers under 65 years 
of age who have exhausted their unemployment compensation. 

(4) Provide aid for unemployed workers who, because of age and 
their special skills, find it difficult to relocate themselves in industry 
and community life. 

In conclusion, I wish to state that the United Textile Workers of 
America, AFL-CIO, is not opposed to the policy of reciprocal trade 
to aid underprivileged nations, but we are unalterably opposed to the 
policy which seems to push the American textile industry to ruin. As 
trade unionists, we would like to assist the Japanese textile workers 
in freeing themselves from their oppressive economic burdens, We 
would like to assist them in securing decent wages and obtaining 

roper working conditions. However, we believe that the answer 
Roce not lie in destroying the high standards of wages and working 
conditions the American textile trade unions so painfully achieved 
through many decades of struggles. The American textile worker 
has never shirked his responsibilities to his fellow man; but, I believe 
it is incredible to expect the American textile worker to have his 
economic life sacrificed so that a foreign textile industry could be 
benefited. 

Thank you. 

Mr. Scuaurensit. Thank you for your attention. 

Senator Taurmonp. Thank you very much. 

Mr. James M. Rennie. 


STATEMENT OF JAMES M. RENNIE, CHAIRMAN, COMMITTEE, 
WOVEN LABEL INSTITUTE; ACCOMPANIED BY JOSEPH L. KLEEN, 
DIRECTOR, WOVEN LABEL INSTITUTE, INC. 


Senator THurmonp. Mr. Rennie, what is your position and your 
title ? 

Mr. Rennie. I am chairman of the woven-label textile field for the 
manufacturers. 

Dr. Miernyk. Do you have a prepared statement ? 

Mr. Rennte. I have a brief summary which will take very little time 
toread. We have given to the counsel a prepared brief. I propose to 
read the summary of our brief submitted. 

We represent the manufacturing portion of the textile field known 
as the woven-label industry. Our industry is not large compared to 
other segments of the textile field, and is composed df 100 percent of 
small business, operating manufacturers of 15 States. Collectively it 
employs at the present time approximately 3,500 employees or an 
average of 80 employees per concern. This is contrasted to approxi- 
mately 4,500 employees 5 years ago, or a decrease in employment of 22 
percent. During that time, five plants have been closed down. Our 
industry maintains one of the highest average hourly rates of pay in 
the textile field, averaging anywhere from $1.85 to $2 per hour. 
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According to the best figures available, the woven label industry has 
a total annual volume of from 17 to 18 million dollars. 

Now, gentlemen, we would like to show you the terrific burden this 
industry, composed entirely of small business, is carrying as a result 
of the present trade policy. 

First, imported labels are sold in this country at approximately one- 
half the price of domestic labels. The rates of duty on imported 
labels, at the present time, is 25 cents per pound and 19 percent ad 
valorem. These duties are of no assistance in enabling American 
manufacturers to compete with foreign importations. Raising these 
duties 100 percent would still be of no assistance. 

Second, the tremendous increase of importations of foreign labels 
since the Foreign Trade Agreement Extension Act of 1951 became 
effective can be shown from incomplete reports of woven label imports 
based on import statistics published in the Journal of Commerce 
bulletins. One country increased its imports in the first 10 months of 
1958 by 100 percent over the entire year of 1957 to the Eastern Sea- 
board alone. In 1957, 24 importers brought in 823 cases of woven 
labels. The value of a case is estimated at $500. These figures do not, 
however, include mail shipments of under $250 which constitute a sub- 
stantial part of imports into thiscountry. To give you an idea of what 
can be shipped in by mail, we could assume a price of $5 per thousand, 
thus, 50,000 labels could be shipped by mail and this would be con- 
sidered a fair-sized order. 

Neither do these figures include imports to the western seaboard, 
which we would estimate would run at least 50 percent of those im- 

orts to the eastern seaboard. Therefore, taking into consideration 
imports to the eastern seaboard, western seaboard, the shipments 
under $250 made by mail, the estimated dollar value of foreign imports 
is estimated at $1,561,275. At American prices, this is the equivalent 
of $3,122,550, or 1814 percent of the total annual domestic volume of 
this industry. 

If this trend continues, and we feel that it will unless ee re- 
straints are placed on importations, that this industry is faced with 
virtual extinction within the next decade. 

Third, imported labels are being sold in this country, as men- 
tioned above, for approximately one-half the price of domestic labels 
and in some cases less. How can this be done? The answer lies in 
wage scales and overhead expenses; a 17-cent-per-hour factory wage 
and in some cases less. We do consider, and we say less because we 
consider the wage of foreign workers would probably not average 17 
cents per hour. This is then compared to our domestic average of 
$1.85 to $2 per hour. From a standpoint of overhead, a 1- or 4-loom 
operation conducted in a home by a family with no plant overhead, no 
capital investment that would be required by companies operating in 
this mea 

We would like to state at this point that domestic label manu- 
facturers cannot. overcome these cost differentials through the pur- 
chase of automatic laborsaving equipment because— 

One, there is no such equipment available. Foreign looms are as 
efficient as those used in this country, or that can be bought in this 
country or abroad. There is no incentive for a machine manufacturer 
to spend huge sums of money to develop automatic equipment for 
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this small industry when the resulting sales would be too small for 
him to recover his development cost. Therefore, the American manu- 
facturer of woven labels has no advantage over foreign competitors 
through the ownership of more efficient machinery to offset lower 
competitive foreign labor costs. 

ay we digress a moment and refer to President. Eisenhower's 
speech of March 27 on world trade: 

We shipped abroad last year, for example, over one-tenth of our machine-tool 
production, almost one-fifth of our motor trucks and coaches and over one- 
fourth of our construction and mining equipment. 

These are very obviously the products of not only big business, but 
very big business. Lest we seem to be partisan, now let us refer to 
Mr. Stevenson’s speech on the same occasion : 

The Gillette Co. and the National Cash Register Co., make nearly 40 percent 
of their sales abroad. In 1956 the H. J. Heinz Co. earned 70 percent of its con- 
solidated net income overseas. 

In Europe alone the International Business Machine Co. employs more than 
16,000 persons. Foreign sales account for about one-fourth of Goodyear Rubber 
Co.’s consolidated sales. Last year Firestone derived $17 million in profits from 
its overseas sales. 

We export about 20 percent of the trucks we produce, 40 percent of the 
tractors, 10 percent of our machine-tool output, over 25 percent of our mining 
and construction equipment, over 15 percent of our coal output. 

Now, these are the people that are benefiting from our trade policy 
and every one of them is an example of the biggest of big business. 
Neither Mr. Eisenhower nor Mr. Stevenson gave any examples of the 
type of manufactured products that we were importing nor do they 
sight the examples of the small label company with 25 employees and 
$25,000 in capital whose business is being knocked for a loop by manu- 
factured imports while the industrial giants have been putting fat on 
fat with their wonderful export business. 

The highly mechanized businesses which Mr. Eisenhower and Mr. 
Stevenson listed were good examples of companies who can afford to 
spend hundreds and millions of dollars on the necessary automatic and 
laborsaving equipment to cope with foreign labor or coolie cost. They 
did not mention industries that now no longer exist in this country, 
such as scarves, hair nets, gloves. 

However, as mentioned before, the small businesses are not able to 
Be such automatic equipment as it does not exist. 

ourth, imports of foreign labels also goes far beyond the actual 
business lost. They have caused American manufacturers to decrease 
their legitimate prices in an effort to retain accounts. It has, therefore, 
seriously depressed the entire price structure of the American market. 

Now we have told you our problem, the problem that if allowed to 
continue, will force this industry, its workers with its major capital 
investment, virtually out of business. While we fully appreciate the 
need for foreign trade in implementing and assisting our foreign pol- 
icy, we do not believe that this country desires any industry and espe- 
cially any industry consisting entirely of small business, to be penal- 
ized to the point of extinction or for few segments of our economy to 
carry the brunt of our trade program. We are sure that as small as we 
are in the textile field, the proper control of imports of woven labels 
would not affect the economy of the foreign country doing the im- 
porting, but it does affect, seriously, the fate of the industry in this 
country. 
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In addition to the vast price differential that exists bet ween imported 
and domestic labels, it is felt that another basic reason for the tre- 
mendous increase in the importation of foreign labels is due to the 
pane interpretation and enforcement of the marking laws under the 

ariff Act. Labels now come into the country with the country of 
origin stamped on the container and not on the face of the label. This 
container holds from 500 to 1,000 labels per box and when the labels 
are removed from the bex, the employees or the retail consumer pur- 
chasing the garment has no idea where the label was made. 

It seems clear that the intention of Congress is that the ultimate 
consumer in the United States will have the opportunity to exercise 
their discretion as to whether they should purchase a textile product 
made in the United States or one imported from a foreign country 
and is implicit in the provision of the act cited as the “Textile Fiber 
Identification Act” S hich was enacted into law at the last session, 
This act defines “ultimate consumer” as the purchaser who obtains 
a textile fiber product by purchase or exchange with no intent to sell 
or exchange such textile fiber product in any form. 

Gentlemen, we are not here to cry on your shoulder. We feel the 
solution to our problem is relatively simple. If imported labels are 
properly marked on the face of the label to show the country of foreign 
origin, we feel this industry can stand on its own two feet without 
aid from anyone. 

We, therefore, respectfully ask this committee to make the necessary 
recommendations so that the present Tariff Act be amended to insure 
such marking regulations or to recommend that this be brought about 
by any other device which would accomplish the same result. We be- 
lieve that the marking of a product so that the retail customer knows 
the country of origin of the produce he is buying is the intent of Con- 
gress in any event. We merely ask that this intent be effectively 
motivated by whatever means is at the disposal of this committee. 

If proper marking cannot be obtained, then we ask this committee 
to recommend the passage of legislation which would impose a manda- 
tory quota on the importation of foreign labels based on the year of 
1956 imports. 

We would say again, however, we do not feel this will be needed if 
imported labels are marked with the country of origin. 

We might say, Senators, that prior to 1930, woven labels coming 
into this country were marked with the country of origin. After the 
Tariff Act of 1930 was amended, the Court of Custom Appeals and 
Patent Appeals ruled that in the prior Tariff Act there was no dis- 
cussion of the words “ultimate consumer or purchaser,” and 1930 dis- 
cussed the name “ultimate purchaser.” The court ruled in a case 
which we do not consider applicable to woven labels that the ultimate 
purchaser was the importer and not the final retail buyer. However, 
I think that the intent of Congress is clearly shown in a recent Textile 
Fiber Identification Act that specificall;; describes ultimate consumer 
as the retail purchaser. 

We thank you very much for your time and consideration. 

Senator THurmonp. Thank you very much for your statement. 

Mr. Baynron. Just one question. Have you looked at all at the 
Textile Labeling Act that was passed by Congress recently ? 

Mr. Rennie. I am very familiar with it. 
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Mr. Baynton. Do you feel revision, regarding foreign goods, will 
apply to labels also? : 

Mr. Rennir. It is specifically stated and depends on the interpre- 
tation of the Federal Trade Commission and it is specifically stated in 
section 4, paragraph 4: 


If it is an imported textile fiber product, the name of the country where proc- 
essed or manufactured * * * 


and it further states and defines textile fiber product as— 


any fiber whether finished or unfinished state used or tend to use for household 
articles, any yarn or fabric whether in the finished or unfinished state used or 
intended for use in household textile articles and any household textile article 
made in whole orin part of yarn or fabric. 


Now it seems to me that covers it. How the Fedral Trade Commission 
will rule on that, I think in February, I believe, I do not know. 

Mr. Baynton. January or February. 

Mr. Rennie. I sincerely hope their ruling is favorable. 

Mr. Baynton. It may answer your problem, we do not know. 

Mr. Rennie. It certainly seems to be a difference of interpretation 
of the present tariff laws and intent evidentally written into Textile 
Fiber Products Identification Act. 

Mr. Kuein. May I say we are concerned with the interpretation put 
on it by the chief of the division that has charge of promulgating the 
rules and regulations of the Commission, He seems to be of the opin- 
ion a little bit different than we do, we believe it does apply to labels, 
but he may think it does not. And for that reason, we think that some- 
thing should be done about it. 

Mr. Rennie. Senator, we interpret it this way, that the Federal 
Trade Commission might have the right to rule as the law is written 
and could eliminate marking textile fiber content on some articles at- 
tached to a garment. We do not read the law that it gives them any 
right to interpret the fact that they do not have to put country of 
origin. 

Senator THurmMonp. You have made a very helpful statement. Your 
prepared statement will be made a part of the record. 

(The statement is as follows:) 

Woven LABEL INSTITUTE, INC., 
New York, N. Y. 
Hon. JoHn ©. Pastore, 
Chairman, Special Subcommittee on the Domestic Textile Industry, Senate 
Interstate and Foreign Commerce Committee. 


])EAR SENATOR L’ASTORE : The Woven Label Institute, Inc., appreciates the oppor- 
tunity to express to you and the members of your committee the views of its 
members on the effect of foreign textile imports, particularly with respect to that 
segment of the domestic textile industry composed of comparatively small busi- 
ness units. 

The members of the Woven Label Institute. Inc., are manufacturers of woven 
fabric labels composed of rayon, cotton, or silk fibers. These labels are woven 
on jacquard looms and in the process of weaving the purchaser's trademark, 
trade name, or any desired design is woven into the fabric. Such labels, after 
purchase, are usually combined with or affixed to another article to designate the 
source of the manufactured article to which the label is affixed. 

The domestic woven label manufacturing industry consists of approximately 
+5 manufacturers operating factories in 15 States. Collectively it employs 
approximately 3.500, or an average of 80 employees for each concern. There were 
several more domestic firms a few years ago but these were forced to discontinue 
operations as a result of foreign competition. Although the woven label manu- 
facturing industry is the smallest segment of the domestic textile industry, it, 
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nevertheless, maintains the highest average hourly rate of pay, since its manufac. 
turing process is the most complicated and technically developed. 

Labels are customarily sold in this country at so much per thousand labels, 
The weight and price of a thousand labels varies with the size of each label, 
Nevertheless the rates of duty on imported labels is based on cents per pound 
and percent ad valorem. Prior to 1948 the rates of duty were 45 cents per pound 
and 70 percent ad valorem. Since June 30, 1958, the rates are 25 cents per pound 
and 19 percent ad valorem. 

Prior to 1951 the majority of imported labels originated in the Netherlands, 
Germany, France, and United Kingdom. The volume of such imports was com- 
paratively negligible and their resale price in the United States was at a level 
which had no adverse effect on competitive domestic manufacturers, 
Since 1952, however, imports of labels from the aforementioned countries have 
been almost nil and practically 100 percent of imported labels now come from 
a single country where the manufacturers have a very low wage rate. 

As a result of the imports from one foreign country the domestic woven label 
manufacturing industry is in a very serious condition and unless it is afforded 
some relief it faces virtual extinction. The tremendous increase in these imports 
since the Foreign Trade Agreements Extension Act of 1951 became effective can 
be gathered from the incomplete reports of label imports published by the Census 
Bureau. According to data published by the Census Bureau, imports of woven 
labels from one country alone increased from $1,909 in 1952 to an estimated 
$366,462 in 1957. This does not include mail shipments of $250 or under and we 
believe a substantial volume of woven label imports enter this country in this 
manner. According to import statistics published in the Journal of Commerce 
Import Bulletin, imports of rayon labels from one country increased in the first 
10 months of 1958 about 100 percent over similar imports during the entire year 
of 1957. It disclosed that in 1957 such imports entering the eastern seaboard 
consisted of 823 cases and in the first 10 months of 1958 there were 1,735 cases 
imported. It is estimated that the average import value of a case of labels is 
approximately $500. Based on this value, imports in 1958 from one country 
amounted to $857,500, not including such imports which entered the west coast. 
To this figure should be added 20 percent to cover mail shipments of $250 or 
under, making a total of $1,040,850 of such imports in the first 10 months of 
1958 as compared with $493,800 in the year 1957. Based on the price at which 
competitive domestic labels are customarily sold in the United States, the fore- 
going imports displaced domestic sales of a value of approximately $2,250,000, 
or approximately 13 percent of the total annual woven label business done in this 
country. 

What concerns the domestic woven label manufacturers the most is the rate 
of increase in the importation of woven labels. There is no doubt that these 
importations will increase substantially year after year by reason of the fact 
that such labels are being sold in this country considerably below the cost of 
domestic production of competitive products. For example, if a domestic manu- 
facturer should cut his price by 50 percent, he could not begin to meet his cost, 
and, at the same time, such a tremendous cut would be of no avail against for- 
eign competition which can and does undersell him, and still derive a satisfac- 
tory profit. The low prices at which imported labels are sold in this country 
not only divert a large volume of business from domestic manufacturers with 
the result that a number of their looms remain idle, but they also create the 
equally serious condition of a depressed price structure for the products of the 
domestic manufacturers in their attempt to operate their businesses in competi- 
tion with the imported product. It is obvious that should foreign woven labels 
continue their rate of increased volume of sales in this country, the domestic 
woven label industry will fold within a decade. 

The average hourly wage in the domestic woven label industry is approxi- 
mately $1.85. According to our information the average hourly wage for the 
same work in the foreign country from which the bulk of woven label importa- 
tions originate is 17 cents per hour. In this diversity in the wage rate coupled 
with the extremely low tariff rates lies the source of our distress. Big busi- 
nesses are highly mechanized and can afford to spend millions for the necessary 
automatic labor saving equipment to cope with foreign labor costs. The do- 
mestic woven label industry composed of small business units cannot do this 
because of lack of capital, and more important, even if capital were available, 
there is no new labor-saving equipment that could be purchased that is superior 
to the equipment used by foreign manufacturers. The machinery on which 
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woven labels are made is practically the same all over the world. In addition, 

there is no incentive for a manufacturer to spend large sums of money develop- 

ing new machinery since the market for such equipment is not large enough to 
the cost of development. 

Another factor is the impossibility of expanding the industry’s market through 
export of its products on any appreciable scale to any other place in the world. 
At present, it does export obsolete woven labels to certain areas in Central and 
South America but at prices far below cost simply to unload these labels which 
are unsalable in this country. This undesirable business constitutes less than 
one-half of 1 percent of the industry's volume and is so negligible that it re- 
quires no further discussion. In practice the industry has no overseas market 
and is utterly defenseless against imports at the present time. 

Because of the tremendous difference in the cost as between the domestic 
woven labels and those from the foreign country exporting the largest volume 
to this country, application by the industry to the Tariff Commission for relief 
under the escape clause through the imposition of increased tariff rates on for- 
eign imports, will not stop the ever-increasing imports of labels from that foreign 
country. As a matter of fact, even if the existing tariff was raised by 100 
percent it would not materially help the domestic industry. Furthermore we 
understand that an industry must be in immediate danger of extinction before 
relief is granted under the escape clause. While the industry has not yet 
reached that point, it appears certain that it is only a matter of time when that 
point will be reached unless it is accorded some relief. The only relief which 
will assist the industry is the imposition of a mandatory quota and/or a require- 
ment that foreign labels be marked with the name of the foreign country or 
origin in order that the consuming public may be able to exercise its discretion 
as to whether it will purchase domestic manufactured products or foreign 
manufactured products. 

We believe that one of the reasons for the tremendous increase in the impor- 
tation of foreign woven labels in recent years is the lack of uniformity in the 
enforcement of the marking laws under the Tariff Act. For many years, based 
on a decision in 1925 by the Court of Customs and Patent Appeals, each foreign 
label was required to be marked with the name of the country of foreign origin. 
As a result of this requirement imports of foreign labels practically ceased. 
In 1940 the same court held that toothbrush handles imported by a manufac- 
turer for use in the manufacture of toothbrushes during the course of which 
manufacture the toothbrush handle was transformed into a completely new 
article and its identity completely lost, need not be marked with the name of 
the country of origin because the ultimate purchaser in such circumstances is 
the manufacturer who purchases the imported product for use in the manu- 
facture of a completely new product. Thereafter, based on this decision the 
Treasury ruled that each woven label is not required to be marked with the 
name of the country of origin. It should be noted that a woven label is a 
finished manufactured product and requires no further processing except such 
as is incidental to attaching it to another product and never loses its identity 
as a woven label. 

Many purchasers of foreign labels do not realize that they are purchasing a 
product made in a foreign country since only the outer container specifies the 
country of origin and the importer may remove the labels from such container 
before making delivery to his customer. The employees of a garment factory 
assigned to sewing labels to the garments have no idea that the labels are of 
foreign origin and there are many such employees who object to working with 
products made in foreign countries and, of course, the consumer purchasing the 
garment in a retail store has no inkling where the woven label was made. 

The Federal Trade Commission has in numerous cases held that there is a 
preference among the American consuming public for domestic manufactured 
products and that the failure to disclose the name of the country of foreign 
origin of the product constitutes an unfair and deceptive act or practice. The 
corrective action applied by the Commission in such cases is effective only 
against the particular individual or concern proceeded against, whereas the 
marking requirements under the Tariff Act preclude the entry of all products 
through customs unless they are marked as required by law. 

The intention of the Congress that ultimate consumers in the United States 
shall have the opportunity to exercise their discretion as to whether they should 
purchase a textile product made in the United States or one imported from a 
foreign country, is implicit in the provisions of the act cited as the “Textile 
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Fiber Products Identification Act” which was enacted into law at the last 
session. The act defines the term “ultimate consumer” as the person who ob- 
tains a textile fiber product by purchase or exchange with no intent to sell or 
exchange such textile fiber product in any form. In addition to fiber identifica- 
tion requirements, it also provides that “if it is an imported textile fiber product 
the name of the country where processed or manufactured” shall be stamped 
thereon. However the act provides that the “Federal Trade Commission may 
exclude from the provisions of this act a number of specified products and other 
textile fiber products (1) which have an insignificant or inconsequential textile 
fiber content, or (2) with respect to which the disclosure of textile fiber content 
is not necessary for the protection of the ultimate consumer.” 

The woven label industry favored the passage of this act under the belief 
that it required all imported textile products, including woven labels, which 
are finished manufactured textile fiber products, be stamped with the name of 
the foreign country or origin. However, in a recent announcement by the Chief 
of the Division of the Commission in charge of promulgating rules and regula- 
tions under the act, he stated he was of the opinion that imported woven labels 
would be exempted from all marking requirements under the act. While we be 
lieve his interpretation of the act is incorrect, there is a possibility, therefore, 
that the Fiber Identification Act will afford no relief to our industry. 

To prevent the destruction of a domestic industry employing a substantial 
number of people at satisfactory wages, it is respectfully suggested to your 
honorable committee that it recommend, (1) the passage of legislation which 
will impose a mandatory quota on the importation of foreign products competi- 
tive with the products manufactured by industries unable to meet the foreign 
competition so that its continued existence is endangered, and (2) an amend- 
men to the Tariff Act of 1930, as amended, which will define the term “ultimate 
purchaser” as used in section 304 (a) of such act, as follows: 

“The term ultimate purchaser, as used in this subsection, with respect to an 
imported manufactured article, capable of being marked at the time of its 
manufacture or production, and of a kind which subsequent to its importation 
is usually affixed to or combined with another article without loss of its identity, 
means the purchaser at retail of the article to which such imported article is 
affixed or with which it is combined.” 

We would like to express our thanks to this committe for their attention to 
this matter and we respectfully request that our remarks and requests be made 
a part of the printed record. 

Respectfully submitted. 

JAMES M. RENNIE, 
Chairman, Committee, Woven Label Institute, Ine. 


Senator THurmMonp. We will take a 10-minute recess. 
(A short recess was taken.) 

Senator THurmMonp. We will come to order. 

Our next witness is Mr. Nelson A. Stitt. 


STATEMENT OF NELSON A. STITT, OF STITT & HEMMENDINGER, 
WASHINGTON, D. C., REPRESENTING THE WOOLEN TEXTILES 
DIVISION, THE JAPANESE CHAMBER OF COMMERCE OF NEW 
YORK, INC., NEW YORK CITY 


Mr. Strrr. Mr. Chairman, I am Nelson Stitt, of the law firm Stitt & 
Hemmendinger, located in Washington, D. C. We are counsel for 
the woolen textiles division of the Japanese Chamber of Commerce 
of New York, Inc., located at 149 Broadway in this city. The cham- 
ber of commerce is composed of about 160 firms, both Japanese and 
American, all doing business in the United States and all vitally 
interested in the progress of the trade between the two countries. 

I have a prepared statement here which I do not intend to read. 

ae THurRMoND. You want this entire statement to go into the 
record 
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Mr. Srirr. Yes. 

Senator THurmonp. Your entire statement will be incorporated 
into the record at this point. 

(The statement of Mr. Stitt follows :) 


TESTIMONY OF NELSON A. Stirt, or Stirt & HEMMENDINGER, WASHINGTON, D. C., 
REPRESENTING THE WOOLEN TEXTILES DIVISION, THE JAPANESE CHAMBER OF 
CoMMERCE OF New York, Inc., New YorK Ciry, RE THE AMERICAN WOOLEN 
INDUSTRY AND UNITED States Imports OF WOOLENS 


Mr. Chairman and subcommittee members, I am Nelson A. Stitt of the law 
firm of Stitt & Hemmendinger with offices at 1000 Connecticut Avenue, Wash- 
ington 6, D. C. We are counsel for the woolen textiles division of the Japanese 
Chamber of Commerce of New York, Inc., located at 149 Broadway in this city. 
The chamber of commerce is composed of about 160 firms, both Japanese and 
American, all doing business in the United States and all vitally interested in 
the progress of the trade between the 2 countries. The woolen textiles di- 
vision includes these firms engaged in the import into the United States of 
Japanese woolen and worsted fabrics, and which together account for the great 
bulk of such imports. 

We have followed the testimony received by the subcommittee in its various 
hearings with great interest. Since a good share of this testimony dealt with 
the impact of woolen imports upon the domestic industry, we requested an op- 
portunity respectfully to present our views in the matter. We feel it appropriate 
to do so, because Japanese fabrics received much attention from many wit- 
nesses, and we are indeed grateful to the subcommittee for giving us this time 
to testify in defense. 


CONTRACTION OF THE UNITED STATES WOOLEN INDUSTRY 


Extent of the contraction—Unquestionably, the traditional woolen and wor- 
sted industry has long been in a decline. Despite the great increase in popu- 
lation since before World War II, the mill use of wool in 1957 was at just about 
the annual average for 1934-38, according to the Department of Agriculture’s 
The Wool Situation (1959 Outlook Issue). Of course, 1957 and the first half of 
1958 was a particularly depressed period for the textile industry because the 
recurrent cyclical decline in the industry coincided with a general economic 
depression in this country. Future prospects are somewhat brighter, with the 
usually conservative Wool Situation stating: “With economic activity having 
recovered from the losses of last spring and a further expansion in prospect, 
consumption during the remaining months of this year is likely to average above 
a year earlier and total mill use next year is likely to be up from this year.” 
An upturn in the next year or two, however, will hardly be sufficient to reverse 
the long-term downtrend, in the absence of aggressive research and promotion 
programs by the industry. 

Industry contraction is better illustrated by per capita figures. Overall, the 
United States consumption of wool per person during 1955-57 was down 17 
percent. Even this does not present the whole picture, since per capita use of 
carpet wool was up 8 percent, leaving apparel wool to suffer a 25 percent de- 
cline. Our view as to the reasons for this steady decline will be given later in 
my testimony ; suffice it now to say that imports have been a negligible factor 
in the situation. 

The subcommittee should be cautioned that the United States industry has 
consistently overstated the extent of its contraction. This has been accom- 
plished by using the peak period of 1946-48 as the base from which to measure 
subsequent production. Those years represented abnormal peaks of production, 
never before or since attained. This production was stimulated by the postwar 
pent-up civilian demand coupled with the required replenishment of the ward- 
robes of 10 million returning servicemen. Furthermore, the United States, 
normally a net importer of woolen manufactures, was exporting large quan- 
tities of woolens in the 1946-48 period to satisfy the requirements of our friends 
abroad, whose woolen industries were prostrate from war destruction. Until 
the foreign industries were gradually rehabilitated, the United States industry 
enjoyed a brisk world demand in addition to the already high domestic demand. 
It is obviously misleading to use this one-shot, temporary peak as a measure for 
comparison with more normal times. 
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In fact, this “easy times” era of early postwar years added to the subsequent 
difficulties of the industry. Unwise expansion and overcapacity were stimulated 
and management was lulled by high profits into ignoring research and product 
——— The inevitable contraction which followed was that much more 
painful. 

Production.—Prewar (1937-39 average) United States production of woolens 
and worsteds was about 360 million yards. During the war (1942-45), it 
averaged about 520 million yards.’ The postwar period (1946-48) saw an aver- 
age annual production of about 540 million yards. In 1949, production of 414 
million yards might be considered a return to normal. The Korean war pro- 
duction (1950-51) averaged 441 million yards, representing an inflationary de- 
mand increase. Average production in 1952-53 was 390 million yards. Pro- 
duction in depression year 1954 fell to 296 million yards. In 1955-56, annual 
production averaged 345 million yards. The 1957 recession saw production fal} 
to about 315 million yards. Now, in order to measure the decline in production 
over the years, let us observe a series which eliminates distortions of war, post- 
war, and depression periods: 

Production 


Period Million 
linear yards 





360 
414 


PY 5 eal ell ONS Aig Sahl iil A SLE ED OR BUCS ED 390 
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Considering population increases, the trend is certainly down, but the decline 
is neither so precipitous nor alarming as the domestic manufacturers would 
have us believe. 

Mill machinery.—The dramatic reduction of about 50 percent in woolen mill 
equipment since the war has been used to great effect by the domestic industry 
to demonstrate its precarious position. This statistic, however, requires some 
eritieal analysis. In the first place, the industry had excess capacity even 
during the war. During the peak year of war production (1942), most active 
machinery was operating on only 2 shifts of 40 hours per week. Despite this, 
the industry was able to accommodate the military demands and a civilian 
output almost equivalent to that of 1939. The equipment base upon which the 
NAWM’s contraction percentages are computed represented an overcapacity, with 
which the industry had been plagued for decades. Much of the drop in machine 
numbers can be attributed to the elimination of inefficient and obsolete equip- 
ment that was really unneeded when installed. 

Furthermore, the machinery now in use is far more productive than the equip- 
ment used during the war and postwar periods. Of total broad looms, 85 per- 
cent are now fully automatic, as against 76 percent in 1945. Narrow looms, of 
which 1,775 existed in 1945, have been eliminated as obsolete. In woolen 
spindles, the less efficient mule spindles have decreased from 84 percent of the 
total in 1948 to 45 percent today ; improved frame spindles over the same period 
increased from 16 percent to 55 percent. For worsted spindles, the shift from 
49 percent cap spindles, 21 percent ring spindles, and 28 percent mule spindles 
to 1957’s 40 percent cap spindles, 32 percent ring spindles and 32 percent mule 
spindles represents a rise in productive capacity. 

Obviously, the great number of machines eliminated since the war have been 
the older, less productive ones (mostly from New England). Conversely, the 
replacements installed are modern, efficient, highly productive machines (mostly 
in the South). Thus, the absolute reduction in machine numbers may not 
validly be correlated to an equivalent reduction in productive capacity. Using 
broad looms as an example, the average loom in 1942 produced 3.8 linear yards 
of fabric per hour. In 1956, the average loom produced 5.0 linear yards per 
hour, a rise of 32 percent in equipment productivity. Furthermore, present 
equipment is capable of more intensive operation if the demand increases; only 
57 percent of present loom capacity is on 3-shift operation. 

The foregoing discussion ignores the growing installation of multifiber equip- 
ment which does not appear in traditional woolen and worsted equipment 
statistics. These installations probably point the way to the future, when 
yesterday’s nominally separate fiber industries will have become one textile 
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industry, capable of handling all varieties of fibers and blends. Even today, 
this trend has gone very far, and for many purposes it is no longer meaningful 
to refer to a separate woolen and worsted industry. In such an environment of 
flexibility and substitution, wool will be hard put to maintain its place unless 
greater imagination is soon shown by those persons concerned with research 
and development. 

Employment.—An increase in labor productivity of the United States woolen 
and worsted industry has, of course, accompanied the increasing equipment 
productivity. In 1947, 122,432 workers producing woolen and worsted fabrics 
manufactured 51 million linear yards of fabric, or about 4,200 yards per man 
per year. In 1956, 58,732 production workers manufactured 359 million yards 
of fabric, or about 6,100 yards per man per year. This represents an increase 
of 45 percent in labor productivity over a 10 year period. It also represents one 
unavoidable reason why unemployment has climbed in this industry; with no 
increase in productivity, over 26,700 more production workers would have been 
employed in producing the 1956 fabric. It is evident that, even if the trend 
toward a lower consumption of these goods is reversed and future demand 
grows, employment in the industry will not be stimulated to any marked degree. 
The continuing climb in productivity would absorb much of the increase and 
technological unemployment would still exist. 

The unemployment problem is particularly acute in New England where the 
traditional segment of the industry is located. That region has been seriously 
affected over the last 10 years by changes in consumption patterns, the com- 
petition of the new synthetics, more progressive management in other sectors 
of the industry, changes in production techniques, and the shift of the industry 
to the South. From 1948 to 1954, New England dropped from 61 percent to 
45 percent of woolen and worsted looms in place. Over the same period, the 
South increased from 8 percent to 30 percent. It is undeniable that the southern 
equipment, being newer, is more efficient and that the southern worker commands 
a lower rate of pay than his New England counterpart. In a declining market, 
this southern competition is just that much more difficult for New England to 
match. 

Shifts—from fiber to fiber and from location to location—within the United 
States textile industry have always occurred and will probably continue to occur. 
Unemployment caused by technological changes, movements of industries, and 
shifts in fiber consumption is easy for the economist to perceive but most painful 
for the workers involved. The human element must be considered and every- 
thing possible should be done to facilitate adjustment. But care should also be 
taken to insure that the plight of these unemployed not be blamed upon the modest 
use in imports (as compared to the magnitude of domestic production) that hap- 
pened to be contemporary with their misfortune. The element of causation is 
lacking. 

Mill closures.—There can be no question that there has been, since the war, a 
significant reduction in establishments manufacturing woolens and worsteds. 
There are a number of reasons for this development, not the least of which is the 
gradual drop in consumption of woolens and worsteds. The merger movement, 
now conspicuous in the textile industry generally, accounts for many mill close- 
downs, for purposes of consolidation and elimination of marginal production fa- 
cilities. The tax benefits of mill liquidations have frequently been substantial, 
as in the well-known case of the American Woolen Co. and Textron. Shifts to 
the South, mentioned above, are a common occurrence. 

Furthermore, figures on mill closures generally do not indicate the number of 
new mills opening; in other words, they are gross and not net. For instance, the 
World Wool Digest has pointed out that the gross number of liquidations does 
not tell the whole story ; during a period in which 136 wool firms went out of busi- 
ness and about 20 were partially liquidated or sold, 90 new mills were established. 
After all, even the members of the National Association of Wool Manufacturers 
(which generally represents the New England and Middle Atlantic segments of 
the industry) themselves invested over $265 million in new plants and equipment 
during 1947-55, according to their 1957 bulletin. 

Self-serving declarations purporting to relate imports and mill closures need 
careful examination. The reasons for mill shutdowns are many and varied; im- 
port competition would be unable, in volume alone (21.4 million linear yards 
in 1957), to cause the damage which has been attributed to it. 





1596 PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


CAUSES OF THE INDUSTRY CONTRACTION 


Smaller share of consumers’ income.—In 1946, consumer expenditures for 
clothing, excluding footwear, accounted for 10.3 percent of personal consumption 
expenditures for all goods and services. By 1955, they accounted for only 66 
percent, a shrinkage of over one-third. While part of this decline is attributable 
to the abnormal soft goods demand of the immediate postwar, mentioned before, 
that factor can hardly have occasioned the whole drop. Woolens were of course 
affected by this falloff in purchasing, probably even more than textiles of other 
fibers. The proportion of the consumers’ dollar devoted to clothing rose some- 
what in 1956 and then fell off a little in 1957. Elements contributing to this 
contraction are the relatively greater increase in the population of children and 
older persons (requiring relatively smaller clothing expenditure), changes in the 
geographic distribution of the population, and the trend to suburban living. 
Nevertheless, by aggressive promotion featuring style and fashion, the textile 
industry as a whole will probably be able to increase its share in the future; the 
woolen industry must either keep pace or fall further behind. 

Consumer clothing trends.—American living habits have trended toward less 
formal and more comfortable attire. The shift has been from suits toward 
“separates” for both men and women—sports coats, or shirts and slacks in men’s 
wear and blouses or sweaters and skirts in women’s wear. The bulk of produc- 
tion of these items has been preempted by fabrics of manmade fibers. Further- 
more, due to central heating, auto heaters, and perhaps the gradual population 
shifts to Florida and California, cloth weights have become lighter. In men’s 
suits less cloth is being used per suit due to the elimination of the vest and the 
double-breasted coat. In blanketing, electric blankets have taken their toll. All 
this, in the absence of the discovery of new uses, has had a most depressing effect 
upon the consumption of woolens and worsteds. 

Manmade fibers.—Textiles manufactured from the various synthetic fibers 
have rapidly and increasingly been replacing fabrics chiefly of wool. This is 
without doubt the chief cause of the contraction in production of traditional 
woolen and worsted manufacturers. In fact, when one views the record, it is 
rather surprising that woolens production has held up as well as it has. The 
following figures from Textile Organon tell the story: 
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The encroachment of the manmade fibers (particularly the new noncellulosic) 
upon the market for woolens is evident. In all items listed, the share of woolens 
declined over the 6-year period; in some cases, drastically. In only one item— 
skirts—did the share of the manmade fabrics drop and there the loss was not to 
wool but to other fibers. This trend is just as apparent in other fields, such as 
homefurnishings, transportation upholstery, and other consumer-type fabrics. 
In fact, in car upholstery, wool has been pushed almost completely out in the cold. 

Between 1949 and 1955, wool’s share of the fibers used in 18 major wool-using 
items dropped by 14 percent; manmade fiber’s share increased 77 percent (with 
the noncellulosics rising a phenomenal 822 percent) ; the share of other fibers rose 
by 33 percent. 
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Why the great increase in synthetics? The large chemical companies have 
been progressive and imaginative in engineering their fibers and fabrics made 
therefrom for particular end uses. They have diverted a good share of their 
profits on these items back into research to improve the product and adapt it to 
consumer demands. They have initiated and expanded promotional and adver- 
tising programs designed to acquaint consumers with the virtues of their prod- 
ucts. They have improved production methods and passed efficiency savings 
along to their customers in the form of lowered prices. Even at the present de- 
pressed wool price level, fine wool is considerably undersold by Dacron, Orlon, 
and Acrilon. Furthermore, the price stability of the manmade fibers makes them 
attractive to manufacturers who have been contending with the sharply fluctuat- 
ing prices of wool. 

In this connection, the United States woolen manufacturer carries a burden of 
significant proportion levied upon him by his Government. Despite the fact that 
from 50 to 75 percent of his raw material wool is imported, a specific duty of 25% 
cents per pound is levied on raw wool imports. This built-in cost means he must 
charge a 5 to 10 percent higher price for his product than would otherwise be 
necessary. Ata time woolen and worsted products are being undersold by prod- 
ucts of manmade fiber, this incomprehensible tariff must be particularly frus- 
trating to the domestic industry. 

Unprogressive management.—While we are sympathetic with the plight of the 
woolen industry (and particularly with the New England segment thereof), the 
fact remains that the industry’s management has in large part shown a dis- 
appointing lack of imagination. Unprogressive industry leaders have lagged 
singularly behind the time. This is especially distressing in view of the aggres- 
sive forward-thinking of the management directing the future of wool’s bitterest 
competitor, the manmade fibers. The industry has devoted practically none of 
its resources to research and development. Merchandising and marketing 
methods are of the pre-World War I variety. Promotional campaigns to intrigue 
the consumer are practically nonexistent. New production techniques are slow 
of adoption. Pricing practises are antiquated. All these criticisms are not of 
our own invention; they have been culled from statements made by outstanding 
leaders in the industry from time to time. 

In fact and unfortunately, some of the larger producers in the industry have 
been actually mismanaged. Management decisions have frequently been dictated 
by tax considerations rather than conditions of production. Many companies— 
notably the American Woolen Co.—precipitously paid out in high dividends the 
excellent profits made during the war and immediate postwar, giving no thought 
to the wisdom of the accumulation of reserves for future development. Facilities 
were permitted to become obsolete. Then, when the bubble burst, much of the 
industry faced difficult times, particularly upon the advent of the noncellulosic 
fibers. 

There are indications that the industry has shaken down to a more favorable 
posture vis-a-vis the future. Much of its excess capacity has been liquidated and 
many of the marginal producers have been forced out. The remaining plants and 
equipment are generally efficient. If alert management can stimulate the demand 
for their production—and present signs are that the market is looking up—Amer- 
ican woolen and worsted manufacturers are in for better days. 


IMPORTS NOT CAUSE OF CONTRACTION 


Import volume.—No one can contend that imports prior to 1955 were sufficient 
in volume to be even a very minor factor in the situation. The highest level of 
imports in those years was about 16.2 million linear yards in 1953. This repre- 
sented approximately 4 percent of domestic production in the same year. Yet, 
by the end of 1954, roughly 35 points of the ultimate 50 percent liquidation of 
equipment had already been accomplished. And all of the reduction in employ- 
ment had already been accomplished. And all of the reduction in employment of 
production workers had taken place by 1954 (we do not have employment figures 
for 1957 but doubt if they were lower than 1954 ; employment in 1955 and 1956 was 
higher). Representatives of the United States industry err in trying to attribute 
to import competition an element of causation for a trend with which it obviously 
had nothing to do. 
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What has happened since 1954? The following table compares domestic pro- 
duction with imports for each year: 


[Millions of linear yards} 


Imports as 

Domestic Imports percent of 
production domestic 

production 


Two points are notable. First, imports in absolute terms were gradually in- 
creasing until 1957, when invocation of the Geneva reservation tariff quota cut 
off the grdwth. Second, imports tend to rise and fall with domestic production. 
This is reasonable since both are responsive to general economic activity here: 
when times are good, both domestic and imported goods move well; when times 
are bad, sales of both fall off. Nevertheless, the import share of the total 
market has slowly increased. 

The subcommittee is cautioned that these comparisons understate the case 
of the imports. If set forth in wool weight, rather than yardage, the import 
Share of the market would be less. This is because imports tend to average 
lighter in weight than domestic production. 

At no time has the import volume ever attained a size that would make it 
more than a very minor factor in the prosperity—or lack of same—of the United 
States industry. In fact, it is readily apparent that the year-to-year changes 
in domestic production greatly exceed total imports, United States production 
increased 35 million yards in 1955, increased another 28 million yards in 1956, 
and fell off 44 million yards in 1957. Total imports have never attained these 
dimensions and hence may be considered relatively inconsequential. 

Imports not directly competitive——The bulk of woolen and worsted imports 
are all-wool or wool-silk mixtures in the lighter weights. They are mostly in 
fancy fabrics or in patterns designed for the restricted market for finer men’s 
and women’s clothing. Hence they are, with some exceptions, not directly com- 
petitive with the staple production of the majority of United States producers 
and could not, in fact, generally and over the long term, compete with the mass- 
produced, popular-priced standard constructions which represent the greater por- 
tion of the domestic industry’s output. In these, our own manufacturers have 
attained a productivity unchallenged elsewhere in the world. It is in the high- 
labor content, small order, high fashion fabrics that foreign producers can 
successfully compete in the United States market. 

Japan can with difficulty export a few varieties of staple goods to this mar- 
ket if the margin of profit is kept low. Japanese producers, however, prefer to 
sell here the fancier fabrics which do not meet with the competition of the 
popular-priced American goods and hence upon which they can realize a greater 
profit. The percentage of standard constructions in total United States imports 
from Japan has decreased year by year and the new export limitations, which 
will be explained later, are designed to hold exports of staple goods to America 
at a minimum. 


PRESENT UNITED STATES IMPORT RESTRICTIONS SUFFICIENTLY RESTRICTIVE 


Present tariffs—The specific duty of 37% cents per pound added to the ad 
valorem duty of 25 percent yields a combined ad valorem duty of about 35 
percent, at the average value of fabrics entered in 1957. This is by no means 
a low tariff when compared with our general tariff structure and the tariffs of 
other free-world nations. Furthermore, the specific duty is intended to offset 
the value of the wool content of the product, thereby compensating for the 
United States tariff on raw wool. The ad valorem duty, however, is applied 
to the entire value of the import fabric and hence the value of the wool content 
is doubly taxed. Since the wool value represents roughly half the value of the 
finished cloth, the 25 percent ad valorem duty is actually a 50 percent ad valorem 
charge upon the value added by manufacture. The allegation that the present 
United States tariff upon woolen and worsted fabrics is low is unfounded and 
unjustified. 
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Additionally, since the last quarter of 1956, the United States Government, 
under the terms of the Geneva reservation, has imposed a tariff quota, whereby 
the ad valorem portion of the duty is increased 80 percent (from 25 percent to 
45 percent ad valorem) upon all fabrics entered in any year in excess of 5 per- 
cent of average United States production for the preceding 3 years. Although 
some goods come in at the higher rate, the tariff quota acts as a fairly effective 
bar to most of the import varieties. It is our view that this tariff quota is 
unneeded, that it is disruptive in the market, that it has yielded no real benefit 
to the United States woolen industry, and that it should be rescinded as soon as 
possible. It has, nevertheless, been invoked; and the question then becomes, 
What more do they want? 

Further reduction of imports would not help—lImports at current levels 
amount to about 6% percent of domestic consumption. Elimination of imports 
or reduction to a purely nominal quantity is unthinkable as a matter of United 
States policy, because such action would strike at a traditional market for im- 
ports for which there is a real demand and because it would vitiate the liberal 
trade policy of the United States. Reduction of imports to a slightly lower per- 
centage of United States consumption would have no appreciable effect upon 
the production or health of the United States industry. This conclusion follows 
from the fact, already discussed, that the reductions in United States capacity 
and production which have occurred in recent years have not been influenced 
significantly by the existence of imports, but have arisen from a variety of 
other factors. 

The domestic cotton goods industry advanced arguments similar to those now 
used by the woolen manufacturers when pleading several years ago for a re- 
striction of imports of Japanese cotton products. They eventually obtained vol- 
untary export quotas imposed by Japan, substantially reducing shipments of 
various cotton goods and manufactures. Despite this, the American cotton 
industry finds itself faced with the same vexatious problems that it had appar- 
ently been convinced a limitation of imports would solve. Cotton manufacturers 
discovered what some of them already knew—that imports had no causal re 
lationship to the many and serious difficulties their industry was undergoing. 
The wool industry could well profit by this example. 

The case of the domestic industry for further import restriction must be 
based upon the view that it would move in and supply the market with the 
quantity of imports barred. Experience under the Geneva reservation tariff 
quota in 1957 and 1958 has not indicated that this is so. In fact, the imports 
tend to stimulate domestic production by providing new ideas in construction, 
color, and design. In the past, United States manufacturers have drawn upon 
original and imaginative imported fabrics, after they have been tested and 
found suitable in this market, as prototypes for popular-priced constructions 
which have measurably increased their sales. Many domestic producers will 
concede that this is the case. The tariff quota has already diminished this 
source of ideas and further restriction could only accelerate the drying up of 
this inspiration from abroad. 

Other United States interests involved.—Any reduction of the income earned 
by our foreign suppliers of imported woolens and worsteds (the United Kingdom, 
Japan, Italy, France and others) can only mean a reduction in the sales of our 
exporting industries to them—unless the American taxpayer is called upon to 
fill up the gap. This would be sacrificing a portion of the health of our more 
efficient growth industries, upon which the national security is dependent, for 
the sake of a maturing, soft-goods industry. Moreover, any restrictive import 
action by the United States could very likely have an effect on the trade policies 
of other nations which might reach farther than the admittedly limited field of 
woolens. Any general withdrawal from liberal trade policies, in whose estab- 
lishment the United States has been a leader, could profoundly and adversely 
affect the American export trade, which totaled over $19 billion last year. It 
behooves the United States to move slowly in the direction of import barriers. 

The invocation of the Geneva reservation tariff quota has already disrupted 
the United States clothing manufacturing industry, according to the Clothing 
Manufacturers Association’s brief to the Committee for Reciprocity Information, 
submitted November 22, 1957. That industry depends upon imported fabrics in 
the production of apparel lines for which there is no satisfactory domestic sub- 
stitute. Loss of their market for clothing made of imported cloth is a net loss 
for these manufacturers; experience has indicated that replacements manu- 
factured from domestic fabrics do not appeal to the types of customers who pre- 
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fer the higher priced, quality apparel of foreign fabric construction. Further 
limitation of the imports could only compound the damage already caused. 

The interests of American consumers should be taken into account in any 
consideration of additional import restrictions. Consumers are entitled to full 
selection in shopping among the widest possible range of choice. This means at 
the high end of the price line, as well as at the low. Moreover, consumers are 
vitally interested in holding the line against inflation. Since price increases are 
the unavoidable consequence of high tariff action, the American consumer, were 
he heard, would unquestionably reject their use. 

United States foreign policy.—The United States has a vital concern in keeping 
the free world alliance strong. The American liberal trade policy has been a 
worthy tool in forging our stand of strength in unity. While the economic con- 
sequences of restriction of imports from Japan and other countries are ex- 
tremely important, the political consequences can be even more important, be- 
cause the waves from the impact move out in ever-widening circles. The United 
States needs not simply strong, economically healthy friends, but peoples who 
understand and agree with our international aims. Unfortunately, this is not 
uniformly the case today, even among the staunchest of America’s traditional 
friends. If a decision were to be made preferring the narrow and short-term 
interests of a United States industry against the larger and long-term interests 
of the free world, the United States would be understood abroad as turning its 
back upon its professions of promoting healthy world trade and as abdicating 
its leadership of the free world. 

Recent history is full of examples of the extent to which popular reactions to 
United States policies have limited the freedom of action of governments which 
desire to cooperate with the United States. The maintenance of United States 
forces abroad gives rise to frequent issues which, under the best of circum- 
stances, require understanding and forbearance on both sides. In Japan, where 
exports are regarded as vital by every citizen, actions tending to limit Japan’s 
markets have a definite relationship to popular attitudes toward the United 
States as a whole. Editorial comments in the Japanese press are replete with 
illustrations of this fact. 


THE JAPANESE WOOLEN INDUSTRY 


Nature of the industey—Prior to the war, the Japanese woolen industry was 
a strong and growing one, standing sixth in the world as a woolen goods pro- 
ducer. It was seriously damaged by the war’s destruction and emerged with 
only about 35 percent of its equipment intact. The industry remained at a low 
level, mainly because of difficulties in securing raw wool, until 1950 when a 
trade agreement with the sterling area allowed wool imports to increase to a 
level which permitted the resumption of fairly efficient production. Then the 
Korean war led to sizeable procurement orders from the United Nations forces 
and an increased domestic demand, both of which caused a rapid increase in 
productive capacity. In fact, it has been said with some justice that Japan over- 
expanded her capacity. In any event, today’s production is compulsorily limited 
and steps are being taken to cut back present production facilities. In this re- 
spect, and perhaps this one alone, the Japanese industry resembles the American 
one, 

Japan has exceeded her prewar production levels and again ranks high 
among the world’s producers, though not at the United States level. Tradi- 
tionally, emphasis has been on the production of worsteds as against woolens; 
this remains true, with about 70 percent of the spindleage producing worsted 
yarns. Japanese equipment is not as modern as American—less than 10 percent 
of the looms are automatic, for example—and while production methods are far 
slower than ours, the industry is well suited to accept and produce small orders 
which would be uneconomic for the large United States mills. Japanese pro- 
ducers in the prewar period produced mainly medium-quality fabrics for the 
domestic market and for export to China, Manchuria, India, and South Africa. 
Some of these export markets are now cut off; others have ceased to be stable 
customers. Japanese producers today are striving, and succeeding, to pro- 
duce high-quality cloth to compete in the world markets for prestige fabrics— 
and especially in the United States, since Japan’s requirements for dollars are 
insatiable. The United States has become the best market for Japanese woolens 
and worsteds, aside from the domestic market. 
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The woolen industry is very small business, even for Japan. Production 
operations are parceled out to innumerable small firms, each of which performs 
its own specialties. There has been a trend toward integrated mills, such as 
exist here, but the greater share of production is still turned out by relatively 
tiny independent contractors. It has been alleged that a few industrial tycoons 
are sitting back and reaping a harvest of profits on sales to the United States. 
Nothing could be farther from the truth. These firms are undercapitalized 
at best and it is a risky business. The margin of profit in sales to the United 
States is not so large after financing, transportation, and the United States 
duty are taken into account. In any case, a high profit is not long retained 
since Japanese income taxes become practically confiscatory at a much lower 
level than ours. 

Productivity and Cheap Labor.—At the time of the hearings on defense es- 
sentiality of the United States woolen industry before the Office of Defense Mo- 
bilization in June of 1957, we computed the comparative output of production 
workers in the woolen industries of the United States and Japan, in terms of 
fabric production per man per year. It was discovered that the United States 
had an advantage in productivity of 5 to 1, whieh brings the true situation 
into a better focus. The rather startling difference between 14 cents an hour 
and $1.60 per hour becomes a cost of at least 70 cents per hour against the 
$1.60 per hour. When we add to this the duties (both ad valorem and specific), 
shipping and insurance charges, brokerage and importer commissions, the dis- 
tance from the market involving expensive delays, we find the import competition 
has not nearly the advantage attributed to it. We lack sufficient data to bring 
the productivity calculation up to date but doubt if any significant change has 
occurred in the past year. 

Japan, with a population of 95 million crowded on 4 practically resourceless 
islands, has a percapita national income about one-tenth that of the United 
States. 

Japanese wages have to be low, or they couldn’t do any business with the 
United States at all. 

This is because her real costs are much higher. In Japan it takes about 100 
man-hours to produce the same items that require only 10 man-hours in the 
United States. 

Japanese productivity is relatively low for geographic and historic reasons. 
For one thing, her physical resources are much scarcer and harder to extract. 
Japan has to buy cotton, wheat, barley, soybeans, and chemicals from the United 
States, and she has to get other raw materials from other countries when and 
where she can find them. These problems mean that Japan must put more man- 
hours into getting materials than does the United States. 

Also, the general level of equipment is much lower. A few industries have 
modern machinery; but many more operations are still done by hand in Japan. 
Hand work is slow work, but it will take time for Japan to build up a wide- 
spread technology comparable to that in the United States. 

For these reasons, Japanese real costs are about 10 times as great as in the 
United States. Japan can only afford to pay wages and salaries on the basis of 
productivity. These wages and salaries must equal about one-tenth of American 
levels. 

The lower wage balances the higher cost. On the average, the prices of 
Japanese products are thus about the same as prices here. 

This is the average situation. On some particular items, of course, there 
will be price differences. In cases where Japan has succeeded in getting modern 
equipment, she can set a lower price than the American. Conversely, in cases 
where Japan is not equipped, the United States can set a lower price. (In fact 
there are many items, such as large automobiles and TV sets, which Japan 
hardly makes at all yet.) 

These differences provide the opportunity for trade. Japan would like to buy 
many of the items which Americans make at prices she cannot match, notably 
consumer durables. However, in order to do this, she must sell to the United 
States those items she has succeeded in making at relatively low cost—notably 
light manufactures (such as clothing, bicycles, etc.). 

The same relationship exists between all countries. Real costs in Europe, 
for instance, range from 3 to 5 times higher than American costs. Conse- 
quently, European wages are only 20 to 40 percent of American wages. Thus, 
average prices are equalized. The opportunity for trade arises in those indi- 
vidual items which either side can produce cheaper than the other. 











1602 PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


Wages must reflect productivity; and should Japan raise them faster than 
productivity, all of her prices would become too high. Not just a few items 
would be higher priced than American, but all. Japan could no longer sell 
anything to the United States and consequently could no longer buy anything 
from the United States. Trade in both directions would stop. Japan can only 
raise her wages as fast as her average output per man-hour. 


THE NEW JAPANESE WOOLENS QUOTAS 


Reasons for establishment.—The Japanese woolen industry, Japanese ex- 
porters and the Japanese Government have agreed upon and voluntarily insti- 
tuted quantitative limitations upon the export of woolen and worsted fabrics 
to the United States. We have been informed from Japan that this was done 
in the interest of quality promotion and price stabilization in order to assure the 
orderly marketing of Japanese fabrics in the United States market. 

The imposition by the United States Government in 1956 of the Geneva 
reservation tariff quota had unfortunate consequences in the American market 
for imported woolen fabrics by tending to foster speculation, intensively com- 
petitive pricing, and consequent deterioration of fabric quality. Each year 
that the United States quota has been in operation, importers from all sources 
have naturally been anxious to obtain as much foreign fabrics as possible 
under the 25 percent ad valorem duty before the quantity breakpoint is reached. 
After the breakpoint, the tariff jumps by 80 percent to 45 percent ad valorem, 
a prohibitive rate for most imported cloth. In the competitive race to obtain 
as much of the normal duty entry as possible—and this race exists just as 
much between individual producers within each of the source countries as 
between the countries themselves—competition has at times been overstiimulated. 

Disturbed by this, the Japanese Government and industry decided upon 
voluntary export controls in order to protect the prestige of Japanese fabrics 
and to minimize market disturbances in the United States. It is believed that 
the new controls will limit speculation, stimulate quality production, and provide 
more stability in prices. 

Nature of the quotas.—The export controls on shipments to the United States 
are administered by the Japanese Ministry of International Trade and Industry 
by means of an export licensing system. The current period of coverage is 
October 1, 1958, through September 30, 1959. There are two quotas involved, 
one called the original quota and the other, the special quota. 

The annual quantity of the original quota is 5 million linear yards of fabric, 
covering all woven woolens or worsteds. The overall quantity is broken down 
to individual exporters on the basis of their prior history of export. Two mil- 
lion yards, or 40 percent of the total figure, is reserved for high-quality fabrics, 
known in the trade as fancies. Also included are the various silk-wool mixtures. 
The other 3 million yards, or 60 percent of the total, covers the plainer goods of 
standard construction (generally called staples) such as gabardines, serges, 
sharkskins, herringbones, and both woolen and worsted flannels. These fabrics, 
while of good quality, sell at somewhat lower prices than the others and tend to 
be competitive with the bulk of the production of American woolen manufac- 
turers. 

No quantity has been established for the special quota, which is of the open- 
end variety. For each shipment, the exporter or woolen mill must apply to 
the Ministry of International Trade and Industry for a special export license. 
No goods are approved for shipment unless they are of very high quality and in- 
corporate new and unusual ideas or devices. Goods of standard construction 
are not to be exported under the special quota, which is intended to act as a stim- 
ulus toward fine quality and high techniques of weaving and design. Approval 
of shipments is at the discretion of MITI and there is no way to estimate the 
total quantity that may be approved. By the very nature of the criteria to be 
applied, however, it is doubtful that shipments under the special quota could ex- 
ceed 2 million yards in a 12-month period. 

Significance for the United States industry—The export limitations just de- 
scribed are not the result of pressures from either the American woolen industry 
or other exporting suppliers to the United States. They were set up to promote 
orderly marketing and price stability, and to protect the reputation of Japanese 
woolen and worsted fabrics here. Nevertheless, it is evident that the orderly 
control of Japanese imports into this market will be beneficial to American 
manufacturers. 


7 


-_- A > ob tele 


et wt = ome 


~~ ~—t TD 


~t - = mm 


- oTMe co 


—_s 


eo = 4a OB 


PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 1603 


The maximum of 3 million yards in shipments of fabrics of standard con- 
struction severely limits Japanese competition in this field in which the Ameri- 
can industry is concentrated. 

The quotas’ built-in emphasis on quality cloth also helps to channel Japanese 
imports into the United States away from the bread-and-butter goods which are 
the mainstay of most American mills. In all fabrics, the quotas—by stabilizing 
the prices of the Japanese goods—will help to strengthen market prices as a 
whole. The orderly distribution of Japanese woolens which follows will prevent 
the occasional market disturbances which have occurred in the past. 

All this, demonstrating the desire of Japan to compete fairly for a restrained 
growth in the American market, should help to inject confidence for the future 
into the domestic woolen industry. If, by taking this action, Japan can help to 
turn the attention of the domestic manufacturers from imports (which have been 
minimal at best) to finding solutions for the real problems of the industry, all 
parties concerned will benefit. 


RECOM MENDATIONS 


The woolen textiles division has two recommendations for consideration by 
the subcommittee when it attacks the task of reducing the results of this inves- 
tigation to proposed legislative remedies. One is negative; one is positive. 

1. Further restrictive action against imports of woolen and worsted fabrics 
is not recommended. Such action would do the domestic industry little good, 
since its problems are unrelated to imports. It would cause harm to some of the 
United States’ best friends abroad. 

2. Action to eliminate the import duty on raw wool is recommended. This 
additional cost burden levied upon the domestic industry’s raw materials only 
makes its task of competing with the manmade fiber fabrics more formidable. 

In closing, let me again express the appreciation of the woolens textiles divi- 
sion of the Japanese Chamber of Commerce of New York for the privilege of 
appearing before this distinguished subcommittee. We hope our remarks have 
been helpful in clarifying some of the existing confusion with respect to the 
problems of the woolen and worsted segment of the United States textile indus- 
try. If we can be of further assistance, we would be happy to oblige. 

Senator THurmonp. Is there anything in addition you would like 
to say ¢ 

Mr. Stirr. I would sort of like to hit the highlights. 

We have been following the record of your subcommittee hearings 
to date with some care, and I must say we are concerned about the 
great emphasis that has been laid upon imports. Of all the massive 
and critical problems which face the textile industry, it is our view 
that undue emphasis has been laid upon imports which in many cases 
isa purely minor factor in the situation. 

For instance, this morning when the labor representative from vis- 
cose rayon industry was testifying as to the impact of nylon upon vis- 
cose rayon, Senator Pastore interrupted him and said that since there 
was very little the subcommittee could do about the competition of 
mbna with rayon, wouldn’t he move along and say what was happening 
about imports. 

We feel that the resolution by which this subcommittee came into 

being is sufficiently broad that the problem of interfiber competition 
is certainly one of the major matters of concern of you gentlemen. 
_ The impression we get 1s that domestic competition is all right, but 
ae BN competition is all wrong. We feel that this is a misconception 
and that foreign trade is in the national interest and that certainly 
some consideration ought to be given to that. 

I am testifying today on woolens and worsteds. The subcommittee, 
I am sure, is fully aware of the fact that the woolen and worsted in- 
dustry of this country has been in a period of decline, has been con- 
tracting somewhat, so I don’t intend to cover this with any great detail. 
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However, there are two points which I feel should perhaps be 
brought out. The first one is, I would like to introduce an optimistic 
thought into this situation. So far, all I have heard here has been 
distinctly and definitely on the pessimistic side. However, the De- 
partment of Agriculture publication, the wool situation—this is the 
1959 outlook, I should say—in dealing with the forecast for next year’s 
woolen production has this to say : 

With economie activity having recovered from the lows of last spring fur- 
ther expansion of present construction during the remaining months of this year 
is likely to average above a year earlier and total mill use this year is likely to 
be up from last year. 

Coming from the conservative Department of Agriculture, I think 
it is quite significant. 

I would also like to point to the most recent edition of Economic 
Indicators prepared by the President’s Council of Economic Advisers. 
I draw your attention to the production index for textiles and ap- 

arel—1947—49 is the basis of one-hundredth—and I note here that in 

arch of this year the textile industry hit its low point of 95, and 
since then there has been a rather significant and continuous increase 
in production of textiles and apparel until in September the index 
reached 109, a rise of 14 points in a period of 6 months. 

We feel that is significant and we believe that the entire textile 
industry of this country and particularly worsted and woolen segment, 
is now pulling out of the very bad year they have had due to the 
combination of the cyclical decline coinciding with reduced economic 
activity generally here. 

Another thing I would like to say about the contraction of the 
woolen and worsted industry is that the subcommittee should be rather 
careful in accepting the position of the domestic industry when it 
uses the years of 1946-48 as a base in order to demonstrate the degree 
of decline that has taken place. Those years were periods of peak 
production which the industry has never before or since attained and 
it was the result of a pent-up war demand, demand for wardrobes of 
the returning serviceman, plus a considerable export demand, which 
is generally not normal in this country. So that to measure the 
normal operation of this industry from a very high peak, such as 
1946-48, presents a very distorted picture. 

Senator THurmonp. You don’t think the imports in 1949 from 
Japan then, or these other countries, would be as great as it was in 
1948 ? 

Mr. Stirr. In 1949; pardon me, sir. 

Senator THurmonp. In 1959, you don’t think it would be as great 
as it has been this year ? 

Mr. Srirr. It is very difficult to say. However, later on I intend 
to speak about new eben quotas that the Japanese Government 
and industry have established and these are devices of restraint and, 
therefore, it is purely guesswork, but I would presume that the 1959 
imports would not exceed the 1958 level. 

Senator Tuurmonp. Isn’t there an effort being made now to try to 
increase the percent? Aren’t negotiations under way now? 

Mr. Srrrr. You are thinking of the cotton quotas, sir, but I am 
talking on woolens and worsteds, 

Senator Tuurmonp. You are speaking of wool alone? 

Mr. Stitt. Yes, sir, I am speaking on that. 
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Senator Tuurmonp. Is there any effort underway or any negotia- 
tions pending that would increase the amount of wool imports ? 

Mr. Strrr. Up until now, sir, there has been no restriction on the 
Japanese side whatsoever. The Japanese Government.and industry 
has very recently established a device of self-restraint, which I intend 
to explain later. Now there has been a restrictive measure on the 
ee of woolens and worsteds coming in, but this has been:estab- 
lished by the United States Government, the Geneva Reservation 
tariff quota, also with which I intend to deal a little later. 

To go back then to the production of woolens and worsteds, if you 
would care to examine the table on top of page 3 of my statement, 
you will see what I have done is select out what might be considered 
average normal periods, eliminating the war period, the peak pro- 
duction postwar and abnormal postwar production, and the depres- 
sion periods of 1954 and 1957, so what 1 have done here is show the 
prewar average, and then in 1949, after the postwar peak had leveled 
off somewhat, then the average of 1952, 1953, and 1955 and 1956, and 
we will see that while certainly there has been some decline in the 
production of broad woven woolens and worsteds, that it has not at- 
tained the alarming proportions that some of the domestic manu- 
facturers would have us think that it had. 

Also, the domestic industry has made much of the rather dramatic 
declines in mill machinery, but I think if those figures are very care- 
fully analyzed, we would soon discover that the base from which the 
decline is measured was a base where the industry had an overcapacity 
and since then the industry has become rationalized, that the new ma- 
chinery has been put in, old machinery has been knocked out. 

Some of the new machines can knock out 3 or 4 of the old ones, so 
that there has been a 50 percent decline in machine numbers. This is 
no reflection of the productive capacity. There has not been, in other 
words, a 50 percent decline in the capacity of the industry to produce. 

So, there is no correlation between numbers of machinery and 
productive capacity, or very little correlation. In fact, as I pointed out 
in my statement, the average loom in 1942 was producing 3.8 linear 
yards of fabric per hour. 

The average loom in 1956 produced 5 linear yards. This improve- 
ment in the efficiency of looms is also apparent in the other types of 
ase which go into the making of woolen fabrics. 

Also, I might just in passing mention the new type of machinery 
which is multifiber equipment which can handle wool, all the syn- 
thetics, cottons; can handle all kinds of fibers. This is the type of 

uipment which is being put into newer plants in the South and these 
mills are multipurpose and can handle any kind of fabric. 

Most of this machinery does not appear in the traditional statistics 
of the traditional woolen and worsted industry, so that this capacity is, 
we believe, ignored when domestic woolen industry is demonstrating 
what has happened to its machinery. 

I would Fike to move on to employment, and I think it is rather 


striking that in 1957, of the number of workers then working, they 
Staot about 4,200 yards per man per year of woolen and worsted 
abrics. 
In 1956, the average production per man had jumped to 6,100 yards 
per year. Now this is an increase of 45 percent in labor productivity 
over a 10-year period. 
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Tam suggesting that some of the rather moving stories we heard this 
morning of unemployment in this industry is occasioned far more by 
increases in productivity and technological advances than it is by the 
relatively small volume of imports which are competing in this field 
as a matter of fact, if the trend in consumption in this industry would 
begin to rise, it would reverse the gradual downtrend that it is in and 
would begin to rise. 

Because of this increase in productivity it is very doubtful that there 
would be much increase in ae And therefore, much of the 
unemployment that exists and I must admit it is very distressing, can- 
not be attributed to imports but must be attributed to technological 
advances, for one thing. And for another thing—the two problems are 
somewhat related—of competitive fibers and competitive localities. 

Much of the distress in this industry exists in New England and, 
as you have heard, I think a number of times this morning, the trend 
there has been the move toward the South. And as the industry moves 
south, the workers in New England and some of the Middle Atlantic 
States, are left high and dry. 

Again, I say it is unfair to attribute this type of unemployment to 
the import competition. 

Another figure which has been bandied quite a bit is mill closures, 
and I think this is the same thing. The fact that mills are closing 
in one area of the country and at the same time mills are opening 
in other areas of the country, and while you might have 1 or 2 
or 3 mills close down, let us say, in New England, there might be 
one mill established in the South whose productive capacity is as 
much or more than the 3 or 4 that closed down in the North. 

The committee should be warned that mill closure figures which you 
hear are almost always gross figures and not net; in other words, they 
are total number of closures, not the number of closures minus the 
number of new establishments elsewhere. 

I refer in my statement to a period during which 136 wool firms 
went out of business and about 20 were partially liquidated or sold. 
That is the figure, of course, which you hear. At the same time, how- 
ever, 90 new mills were established. That is the figure which you 
don’t generally hear. 

Now I would like to move on to the causes of this contraction of the 
woolen and worsted industry which we have described. I won't 
spend a lot of time on this. I think one reason, of course, is that the 
consumers are not spending as much of their income for clothing as 
they were in prior years. There has been a gradual downturn in the 
amount of personal consumption income which is being expended for 
clothing. Of course this has a direct effect on the wool industry. 

In 1956 a rather encouraging upturn came in this, not a large one, 
but at least a turnup, a turndown again in 1957, of course, because 
of the recession. We are hopeful that it will now begin to move up 
for sometime, but this is purely speculation at this time. 

The trend in the clothing habits of the American people, of course, 
has had its impact on the domestic woolen industry. People wear 
lighter clothes, less formal clothes, vests have been eliminated, double- 
breasted suits are rather a rarity. All this means less wool cloth being 
consumed in the form of clothing. 

Our heating is better, our central heating and heated automobiles, 
and so on; all take their toll upon wool cloth. 
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Then I would like to deal briefly with perhaps the major reason, 
not perhaps, what is the major reason of the contraction in the tra- 
ditional woolen worsted industry which is the competition of man- 
made fibers, particularly the noncellulosic manmade fibers which 
are directly competitive with wool and which have come into the 
picture in the past 10 years. E 

On page 7 of my statement you will find a table which shows some 
of the most important uses for woolen fabrics, men’s suits, winter 
suits, summer suits, coats, slacks, and women’s coats and skirts, and 
so on. There is shown the consumption of wool, manmade fibers, 
and other fibers for these end uses for the years 1949 and 1955. 

In the 6-year period, without an exception, in all these end uses, 
the use of wool has gone down, and in some cases quite drastically. 
In all but one use, manmade fibers have gone up very dramatically. 
In one use of the manmade fiber the gain was not to wool but in other 
fibers. This is true in the nonapparel field. 

Home furnishings, transportation, upholstery, and other fabrics, 
net car upholstery, where wool had a very good foothold, it 
Is practically not used today. 

etween 1949 and 1955, the wool share of the fiber used in 18 wool- 
using items dropped by 14 percent. Manmade fibers have increased 
77 percent, with noncellulosics rising a phenomenal 822 percent in a 
6-year period. Share of other fibers rose by 33 percent. 

Now the question might be posed, why has the great increase taken 
place in synthetics? I have tried in my statement to give what our 
view of what the answer might be. The large chemical companies 
have been pro, ive and imaginative in engineering their fibers and 
fabrics made therefrom for particular end uses. They have diverted 
a good share of their profits on these items back into research to im- 
prove the product and adapt it to consumer demands. They have 
initiated and expanded promotional advertising programs designed 
to acquaint consumers with the virtues of their products. They have 
improved production methods and passed efficiency savings along to 
their customers in the form of lower prices. 

Even at the present depressed wool price level, fine wool is con- 
siderably undersold by Dacron, Orlon, and Acrilon. Furthermore, 
the price stability of the manmade fibers makes them attractive to 
manufacturers who have been contending with sharply fluctuating 
prices of wool. I might point out here that the United States woolen 


manufacturer is carrying a burden of significant proportion which is 

levied upon him by the United States Government. Here I refer to 

the fact that the United States woolen industry raw material of wool 

from 50 to 75 aoe is imported from abroad. Yet the Government 
c 


levies a specific duty of 2514 cents per pound on each pound of raw- 
wool imports. This is a built-in cost and, of course, the wool manu- 
facturer must pass it along to his customer in the price of his product. 

This is at a time, of course, when wool is being enderedt by the 
chemical fibers. 

Another partial cause for some of the contraction of the industry 
has been, I say, unprogressive management. Now, this section in my 
statement was culled from the statements of some of the industry 
leaders themselves, who recognize the shortcomings of their own lead- 
ership. They attack today’s marketing problems with the methods 

29350—59—pt. 4-26 
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of pre-World War I in many cases. They have devoted none of their 
resources to research and development and I might say that duri 
the war and after the war, this industry made excellent profits aon 
that was the time, if they were going to see that their fabrics were 

oing to move forward with the times, that was the time they should 
Soos moved into both research and advertising promotion to 
consumers, 

However, this was not done and, in fact, as I think the labor rep- 
resentatives quite ably pointed out this morning, in many of the larger 
segments of the industry there has not only been unprogressive man- 
agement, there has been mismanagement. 

Some of the witnesses this morning pointed out the tax manipu- 
lations that took place in this field where productive facilities would 
be closed out for tax purposes. Again an optimistic thought: there 
are indications now that the domestic industry has shaken down to a 
more favorable position. Much of the excess capacity has been liq- 
uidated and many of the marginal producers have been forced out. 
The remaining plants and equipment are generally efficient. 

If alert management can stimulate the demand for their production 
and, as I say, present signs that the market is looking up, American 
woolen worsted manufacturers, we feel, are in for better days. This 
has nothing to do with imports, since imports play a very minor role in 
the situation. 

At the peak in recent years, and in recent years, when imports 
began to increase, the peak import was in 1956, was 23.3 million linear 
yards of woolen and worsted fabrics. Now this compares with do- 
mestic production in that same year of 359 million linear yards. The 
imports represent about 6.5 percent on a yardage basis. 

On a wool-width basis, it would be somewhat less because the import 
is generally lighter, but on yard basis about 614 percent. It is obvious 
that imports of this volume cannot have caused all the distress which 
has been attributed to them. I might say that when you line up in 
a series, domestic production of imports, two facts are notable: One 
is that imports are gradually increasing until 1957, when the Geneva 
reservation was invoked. 

The second is that imports tend to rise and fall with general eco- 
nomic activity of the United States. 

In other words, in a good year, like 1957, a relatively good year for 
domestic industry, domestic production went up and imports went up. 

In 1954 they were both down from prior year. In 1957 they were 
both down from the prior year. But in none of these years, in our 
view, has the import volume ever taken the sales which would make 
it more than a very minor factor in prosperity or lack of prosperity 
in the textile industry. 

The year-to-year changes in domestic production greatly exceed 
total imports. For instance, United States production increased 35 
million yards in 1955, increased another 28 million yards in 1956, 
and fell off 44 million yards in 1957. Total imports from all sources 
have never attained these dimensions and, hence, can be considered 
relatively inconsequential. 

I might also point out that the imports, most of them, are not di- 
rectly competitive with the bulk of the domestic production of woolen 

and worsted fabrics. The imports tend to be in fancies, in patterns 





—eh ete mM SS ot OS Oo 


he = A ek SO. FA 


A a Tf nt 


PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 1609 


designed for rather restricted market for finer men’s and women’s 
clothing. They are not directly competitive with the staple produc- 
tion of the majority of United States producers; in fact, could not 
nerally over the long term compete with the mass-produced, popu- 
ar-priced standard constructions which represent the greater propor- 
tion of the domestic industry’s output. 

I would like to move on now to the present import restrictions that 
the United States is levying upon these fabrics. You have heard 
from time to time from various witnesses that the present tariff is 
insufficient. However, I might point out that the present tariff ad 
valorem level of 25 percent, when you add to that the specific duty of 
3714 cents per pound on each pound of wool content, we arrive at a 
combined computed ad valorem value of 35 percent on the average 
value of the fabrics coming in in 1957. 

Thirty-five percent is by no means a low tariff, either when com- 

ared with our general tariff structure or with the tariffs of other 
world nations. 

Additionally, since the last quarter of 1956, the United States Gov- 
ernment under the terms of the Geneva reservation has imposed a 
tariff quota whereby the ad valorem portion of the duty is increased 
80 percent, from 25 percent ad valorem to 45 percent ad valorem, 
upon all fabrics entered in any year in excess of 5 percent of average 
United States oe for the preceding 3 years. 


Now after the breakpoint, when the duty moves from 25 to 45 per- 


cent ad valorem, some goods continue to come in, but by and large 
the tariff quota acts as a fairly effective bar to most of the import 
constructions. In fact, it is our view that the tariff quota is unneeded, 


that it is disruptive in the market, and that it has yielded no real 
coe to the domestic industry and ought to be rescinded as soon as 
ible. 

Fi aonvertet, since it has been invoked, the question then becomes: 
What more do we want? I would like to point out that any further 
reduction in imports would not help the domestic industry. As I 
said, imports at current level are 614 percent of the domestic con- 
sumption. Total elimination of the imports or reduction to purely 
nominal quantities is unthinkable as a matter of United States policy 
because such action would strike at a traditional market for imports 
for which there is a real demand, and because it would vitiate the 
liberal trade policy of the United States. 

Reduction of imports to a slightly lower percentage of United 
States consumption would have no appreciable effect. upon the pro- 
duction or help of the United States industry. This falls from the 
fact, as I have already said, that the reductions in the United States 
capacity in production which have been incurred in recent years have 
not been influenced significantly by the existence of imports but have 
arisen from a variety of other factors. 

I might point out, Senator Thurmond, to go back to the subject 
that you raised earlier, that the domestic cotton industry was raising 
these same argument that the woolen industry is raising now and 
succeeded eventually in having the Japanese manufacturers and Gov- 
ernment impose upon itself a rather drastic cotton products quota, the 
so-called voluntary quotas. They have been in effect now for 1 year, 
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but the cotton manufacturers have discovered despite the existence of 
the quotas, that the same problems that they had before the quotas 
went into effect are still facing them and that they still have to solve 
them. 

It sems to me that the woolen industry might well profit from the 
example of the cotton industry when they demand more restrictions 
upon imports of woolens and worsteds. 

I might state that there are other American interests involved 
here besides those of the importers. Any reduction in the income 
earned by our friends aboard can only mean a reduction in the sale 
of our exports, that is, until the American taxpayer is going to have 
to fill up the gap. This means sacrificing a portion of the health 
of our more efficient growth industries upon which the national se- 
curity is dependent for the sake of a maturing soft goods industry. 

Moreover, any restrictive import action by the United States could 
very likely have an effect on the trade policies of other nations which 
might reach farther than the admittedly limited field of woolens. 
Any general withdrawal from liberal trade policies in whose estab- 
lishment the United States has been a leader could profoundly and ad- 
ae affect the American export trade which totals over $19 billion 

ast year. 

Spashoonee the United States to move slowly in the direction of 
import barriers. 

I don’t know whether you gentlemen have heard from the clothing 
manufacturers industry, but I can assure you that their testimony 
in this subject before other bodies, they are very much opposed to 
both any further restriction on woolen imports and they are very 
much opposed to the restrictions that already exist, particularly the 
Geneva reservation one. The clothing industry depends on imported 
fabrics in production of apparel lines for which there is no satisfactory 
domestic substitute. 

Already, they have been disrupted. Their industry has been dis- 
rupted by the present existence of the tariff quota and any further 
restriction could only multiply the disruption. 

I would like to point out also that the American consumer has a 
stake here. Consumers are entitled to full selection in shopping. 
They are entitled to the widest possible ranges in price and the best 
prices that can be had. 

Also, the fact remains that the present Geneva reservation tariff 
quota is basically and definitely inflationary and since inflation is one 
of those things that we all are opposed to, it is not wise, in your im- 
port policy, to contribute to general] inflation. 

Dr. Miernyk. Excuse me. May I ask a question here? 

In what way is the Geneva reservation inflationary ? 

Mr. Srirr, By raising the price of the garments which are made 
from the imported fabrics, if the garments are made at all. 

Dr. Miernyx. Well, inflation is a lot more complicated a process 
than raising the price of a specific product. 

r, Srrrr. Indeed it is. Of course I am not making any major 
point of this, but I say any price increase is inflationary. 

Dr. Mrernys. As an economist, I disagree. A price increase is a 
price increase. Inflation has to do with the relation between money 
supply and volume of goods, productivity and a great many other 
things. 
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Mr. Srrrr. I will agree with you, sir. 

Dr. Miernyk. I don’t believe it is relevant. 

Mr. Srirr. All right, so I will move along. 

The United States has a vital concern in keeping the free world 
alliance strong. The American liberal trade policy has been a worthy 
tool in forging our stand of strength in unity. While the economic 
consequences of restriction of imports from Japan and other coun- 
tries are extremely important, the political consequences can be even 
more important, because the waves from the impact move out in ever- 
widening circles. 

The United States needs not simply strong economically healthy 
friends, but peoples who understand and agree with our international 
aims. Unfortunately, this is not uniformly the case today, even among 
the stanchest of America’s traditional friends. If a decision were to 
be made preferring the narrow and short-term interests of United 
States industry against a longer and long-term interest of the free 
world, the United States would be understood abroad as turning its 
back upon its professions of promoting healthy world trade and as 
abdicating its leadership of the free world. 

I have a section in my statement on the Japanese industry. While 
I feel that it may be interesting, in the interest of time, I will skip 
over that. 

I would like to deal at some length with the new Japanese woolens 
quotas, because this has been a rather recent subject about which 
there has been a great deal of misunderstanding. 

The Japanese woolen industry, Japanese exporters and Japanese 
Government have agreed upon voluntarily instituted quantitative 
limitations upon the export of woolen and worsted fabrics to the 
United States. We have been informed from Japan that this was 
done in the interest of quality promotion and price stabilization in 
order to assure the orderly marketing of Japanese fabrics in the 
United States market. 

The imposition by the United States Government in 1956 of the 
Geneva reservation tariff quota had unfortunate consequences in the 
American market for imported wool fabrics, by tending to foster spec- 
ulation, intensify competitive pricing, and consequent deterioration 
of fabric quality. Each year that the United States quota has been 
in operation importers from all sources have naturally been anxious 
to obtain as much foreign fabric as possible under the 25 percent ad 
valorem duty before the quantity breakpoint is reached. After the 
breakpoint, the tariff jumps by 80 percent to 45 percent ad valorem, 
a prohibitive rate for most imported cloth. In the competitive rates 
to obtain as much of the normal duty entry as possible, in this the 
race exists just as much between individual producers within each 
of the source countries as between the countries themselves, competi- 
tion has at times been overstimulated. Disturbed by this the Japanese 
Government and industry decided upon voluntary export controls in 
order to protect the prestige of Japanese fabrics and to minimize 
market disturbances in the United States. 

It is believed that the new controls will limit speculation, stimulate 
quality production, and provide more stability in price. 

The export controls on shipments to the United States are admin- 
istered by the Japanese Ministry of International Trade and Industry 
by means of export licensing system. The current period of coverage 
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is October 1, 1958, through September 30, 1959. There are two quotas 
involved. One is called the original quota and the other the special 
quota. 

The annual quantity of the original quota is 5 million linear yards 
of fabric covering all woven woolens or worsteds. The overall quan- 
tity is broken down to individual exporters on the basis of their prior 
history of export. Two million yards, or 40 percent of the total figure 
is reserved for high quality fabrics, known in the trade as fancies, 
Also included are the various silk-wool mixtures. 

The other 3 million yards or 60 percent of the total covers the plainer 
oods of standard construction generally called staples such as gabar- 
ines, serges, sharkskins, herringbones and both woolen and worsted 

flannels. These fabrics, while of good quality, sell at somewhat lower 
prices than the others and tend to be competitive with the bulk of the 
production of American woolen manufacturers. 

No quantity has been established for the special quota, which is of 
the open-end variety. For each shipment, the exporter or woolen mill 
must apply to the Ministry of International Trade and Industry for 
a special export license. No goods are approved for shipment unless 
they are,of very high quality and incorporate new and unusual ideas 
or devices. Goods of standard construction are not to be exported un- 
der the special quota, which is intended to act as a stimulus toward 
fine quality and high techniques of weaving and design. 

Approval of shipments is at the discretion of MITI, and there is 
no way to estimate the total quantity that may be approved. By the 
very nature of the criterion to be applied, however, it is doubtful that 
shipments under the special quota could exceed 2 million yards in a 
12-month period. 

The export limitations just described are not the result of pressures 
from either the American woolen industry or other exporting suppliers 
to the United States. This subcommittee has heard much testimony 
to the effect that this quota was the result of agreement between the 
industry in the United Kingdom and industry in Japan and what is 
presumably to be an exchange of quid pro quo of having the United 
aa grant to Japan the most-favored-nation status under 

I can assure you that all these statements are journalistic specula- 
tion and that these quotas were installed in the interests of promoting 
stability in the market for each shipment. The quotas were set. up to 
promote orderly marketing and to protect the reputation of fabrics 
here. Nevertheless, it is evident that the orderly control of Japanese 
imports into this market will be beneficial to American manufacturers, 

The maximum of 3 million yards in shipments of fabrics of stand- 
ard construction severely limits Japanese competition in this field in 
which the American industry is concentrated. 

The quotas’ built-in emphasis on quality cloth also helps to channel 
Japanese imports into the United States away from the bread and but- 
ter fabrics which are the mainstay of most American mills. In all fab- 
ries the quotas, by stabilizing the prices of Japanese goods, will help 
to strengthen market prices as a whole. The orderly distribution of 
Japanese woolens which follows will prevent the occasional market 
disturbances which have occurred in the past. 
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All this, demonstrating the desire of Japan to ees fairly for a 
restricted growth in the American market, should help to inject con- 
fidence for the future into the domestic woolen industry. If, by taking 
this action, Japan can help to turn the attention of the domestic man- 
ufacturers from imports, which have been minimal at best, toward 
finding solutions for the real problems of the industry, all parties con- 
cerned will benefit. 

I would like to close by just making three recommendations. Two 
of them are set forth in the statement. One recommendation is nega- 
tive and two of them are positive. 

First, we do not recommend further restrictive action against im- 
ports of woolen and worsted fabrics. Such action would do the domes- 
tic industry little good since its problems are largely unrelated to im- 
ports. It would cause harm to some of the United States best friends 
abroad, 

Second, action to eliminate the import duty on raw wool is recom- 
mended. This additional cost burden levied upon the domestic indus- 
try’s raw materials only makes its task of competing with the manmade 
fiber fabrics more formidable. 

Third, and after hearing the witnesses this morning, this deals with 
the problems of tax manipulation. We would like to recommend that 
the Congress take into consideration some means of preventing the 
closedown of productive facilities just so that financial manipulators 
may realize tax benefits. 

I would like to state our appreciation, Mr. Chairman, for the privi- 
lege of appearing here. 

f there is any further help we can give this subcommittee we would 
be very pleased to oblige. 

Senator THurmonp. Thank you. 

Do you have any questions ? 

Dr. Miernyk. No questions. 

Mr. Baynron. No questions. 

Mr. Srrrr. Thank you, sir. 

Senator THurmonp. Our next witness is Mr. Masaoka, 

Senator Pasrore. Do you have a written statement ? 

Mr. Masaoka. Yes, sir. I will not read it, either completely in 
English or in Japanese. I will try to summarize. 

Senator THurmonp. Your statement will be made a part of the 
record in full. 

(The statement of Mr. Masaoka follows:) 


JAPANESE CoTToN TExTILE IMPORTS 
Sumbission of the American Importers of Japanese Textiles, Inc. 


Mr. Chairman and members of the subcommittee, my name is Mike Masaoka, 
Washington representative of the cotton section of the American Importers of 
Japanese Textiles, Inc., a trade association incorporated under the laws of 
the State of New York whose members are domestic corporations and companies 
that handle approximately 70 percent of the cotton textiles imported into this 
country from Japan. 

We audited the public hearings held in Washington last July and in Providence, 
R. I., and Charlotte, N. C., last September. We also read the transcript of the 
public hearings held in Hartford, Conn.; Concord, N. H.; and Clemson, S. C., 
during the month of September. 





1614 PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


Thus far, the subcommittee has heard from representatives of the domestic 
textile industry, the domestic textile machinery industry, the labor unions, and 
local public officials. 

Throughout these hearings, there are allegations regarding textile imports 
from Japan, with the inference that many, if not most, of the ills of the 
domestie textile industry are attributable to these Japanese imports. 

Such allegations are not new or novel to us, for we have heard them repeated 
in almost every forum available to the domestic industry since the new, post- 
war Japan emerged as our western bulwark of freedom in the Pacific in 1952. 
Indeed, the Wall Street Journal, as far back as May 29, 1956, reported that 
some textile executives admitted—privately—that “many mills are using the 
Japanese as whipping boys just because of poor business” and that the industry 
is carrying on “a massive and well-organized anti-import campaign.” 

As businessmen who daily participate in the importation of Japanese cotton 
textile products, we are pleased, and privileged, to present information which 
we trust will enable this subcommittee to properly evaluate the impact and 
the importance of Japanese cotton textile imports not only in terms of the 
domestic textile industry, but also in terms of the importers, the consumers, the 
national interest, and the international implications. 

Our submission, of necessity, is rather lengthy and detailed, but as probably 
the only one that may be submitted on behalf of cotton textiles specifically, we 
are hopeful that the members of the subcommittee and the staff will give due 
consideration to this presentation on the importation of Japanese cotton textiles 
into the United States. 

We—just as much as the subcommittee and the domestic producers—are con- 
cerned with the prosperity of the textile industry because an active, profitable, 
and truly competitive market is best for both imported and homemade items, 
as well as for the consumers, the Nation, and the free world. 


JAPANESE IMPORTS NEGLIGIBLE 


Japanese imports about 1 percent of domestic production 

From the voluminous charges made, one would suppose that Japanese cotton 
fabrics, for example, dominated the United States market at least as over- 
whelmingly as American exports of cotton cloth monopolize approximately. 60 
percent of the Canadian market. 

The fact is that the total of Japanese cotton fabrics imported into this 
country has never amounted to more than a negligible percentage of our do- 
mestic output. At their peak, they totaled less than one and a half percent of 
our American production. Even when cotton cloths from all countries—in- 
cluding the so-called low-wage ones—are added together, they have never 
surpassed 1.7 percent of United States production. 

Stated in another way, the American cotton fabrics industry controls more 
than 98 percent of the United States market. This means that all of the im- 
ports together would amount to not more than 2 or 3 days of domestic output. 
Again, all of the imports together would equal only about 15 percent of the 
annual production of some of our larger mills. 

Japan’s record exports of cotton fabrics to the United States was in 1955, 
when 139,700,000 square yards were shipped to this country. That same year, 
our domestic production of broad woven cloth was 11,319 million square yards. 
Compared to our domestic achievement in the field, Japan’s exports amounted 
to 1.24 percent. 

Since 1955, Japanese cotton fabrics exports to the United States have been 
declining. In 1956, they dropped to 126 million square yards, and in 1957 to 
85 million square yards. In terms of American performance, Japanese imports 
were 1.08 percent in 1956 and 0.80 percent a year later, 

It is also noteworthy that the exports of cotton fabrics from Japan in the 
postwar years have never attained the prewar percentages of our domestic 
output. In 1937, for instance, Japanese exports were 124 million square yards, 
as contrasted to our production of 9,446 million square yards—or 1.31 percent 
of American output. 
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The following chart shows Japanese cotton fabrics exports since 1936 com- 
pared to United States production : 
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United States production compared with Japanese exports, cotton fabrics 


[In milllions of square yards] 
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Sources: Production of cotton fabrics—up to 1948, A. C. M. I., Cotton Textile Hi-lights ‘Mid-Century 
Number’’ 1900-1950; after 1949, the Association of Cotton Textile Merchants of New York, Ten Years of 
Cotton Textiles. Export of cotton fabrics—A.C. M.I., Cotton Textile Hi-lights, January 1957. 


Domestic production compared to all imports 


Furthermore, the total of all imports of cotton fabrics from all countries is 
relatively insignificant when compared to United States achievement. Imports 
from all countries reached their peak in 1956, when 188 million square yards 
were received. That year, domestic production was 11,529 million square yards. 
The percentage of imports to American output in 1956 was 1.7 percent. The 
following year (1957), this percentage decreased to 1.1 percent, when total im- 
ports declined to 123 million square yards, as against 10,615 million square yards 
of domestic production. 


United States imports compared with production 
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Sources: Production of cotton fabrics—up to 1948, A.C.M.I., Cotton Textile Hilights “Mid-Century 


Number” 1900-50; after 1949, the Association of Cotton Textile Merchants of New York, Ten Years of 
Cotton Textiles. Import of cotton fabrics—A.C.M.I., Cotton Textile Hi-lights, January 1957. 


United States exports and imports of cotton fabrics 


Another method of measuring the impact of imports on this domestic cotton 
industry is to compare its exports with foreign imports of cotton textiles. 

Without question, since the understandable high of postwar demands and 
the Korean war, exports have been decreasing. In those periods, the major 
industries in other nations, whether in Europe or in Asia, destroyed or damaged 
by the devastation of war, were engaged in reconstruction. United States man- 
ufacturers were the only major textile industry in full production to supply the 
needs of most of the textile-famished world. 
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Nevertheless, in spite of the rapid recovery of the great textile industries 
abroad and the establishment of infant textile industries in many lands, our 
domestic textile enterprises have done quite well in the export trade. The 
average of exports during the 5 prewar years 1936 to 1940 was 296,400,000 square 
yards, while the average for the 5 postwar years 1953 to 1957 was 558,800,000 
square yards. In other words, there was an increase of 46.6 percent in our 
exports in the post-Korean war period as contrasted to pre-World War II years. 

In comparison, during the same prewar period 1936 to 1940, the average of 
eotton cloth imports into this country was 103 million square yards annually, 
whereas in the identical postwar period 1953 to 1957, the average was 116 mil- 
lion square yards. This represents an increase of only 12.3 percent, prewar as 
against postwar. 

Accordingly, as demonstrated below, the relative position of exports over im- 
ports in the postwar era is improved over that in the prewar half decade. 


United States exports and imports of cotton fabrics 
[In millions of square yards] 
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Source: A. C. M. I., Cotton Textile Hi-lights, January 1957. 
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It should be noted that the balance of yards in the postwar period has been 
consistently in favor of the past 5 years, as compared to the prewar 1936 to 
1940. Thus, exports, even taking into account the decline in the 1953-57 half 
decade, have been holding up quite well when contrasted to the immediate pre 
World War II times. 

We believe that it is illusory and unrealistic for the United States industry to 
expect that the situation immediately following the end of hostilities in World 
War II should continue, or that this unprecedented period be used as a criterion 
for “normal” peacetime operations. 


United States production compared with exports 


Measuring the percentage of exports against the domestic production, as in 
the case of exports and imports, American enterprise is not doing as poorly as 
might be suspected. Of course, the unusually prosperous years immediately fol- 
lowing hostilities must be discounted as extraordinary. 

In the last 5-year period, 1953 to 1957, United States exports of cotton fabrics 
were higher than in the comparable 5-year period, 1936 to 1940. The postwar 
percentage average was 5.1 percent of production over exports, while in the pre- 
war years it was 3.34 percent. 
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United States production as compared with exports 


{In millions of square yards] 
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Reasons for “scapegoating” Japanese imports 


By every reasonable yardstick, the quantity of Japanese cotton fabrics im- 
ported into this country is so negligible, insignificant, and inconsequential to 
the giant American industry that it ought not be the subject of controversy. 
Notwithstanding this, indicting imports especially from Japan is an easy 
rallying cry for the domestic operators and a dramatic, powerful emotional 
appeal that too often conceals the real reasons for many of the difficulties in 
which our cotton manufacturers find themselves from time to time. 

Subsequently in our submission, we shall develop some of the motivations and 
the troubles that plague our industry. Suffice it to note at this point as em- 
phasized by spokesmen for organized labor, who are probably better qualified 
than most by intimate association and experience with management to know 
the facts concerning operations that, even if all imports were sealed off, multi- 
tudinous problems would continue to haunt the industry. Indeed, there are 
those who rationalize that the very nature of the enterprise invites many of 
the difficulties complained of. 

Nevertheless, imports are gratuitously blamed, for the fundamental problems 
are more difficult to resolve. If it is a question of synthetics, domestic pro- 
ducers might not applaud. If it is a matter of raw cotton price, the small 
farmers and the politicians might disagree. If it is a problem of overproduc- 
tion, “rugged individualists” might argue “socialism.” About the only issue on 
which most operatives can agree is imports. So, a case against foreign imports 
was developed. And, Japan has become the favorite scapegoat. 


EXPLANATION FOR NEGLIGIBLE IMPORTS 


Major limiting factors 


Quantitatively, the imports of Japanese cotton textiles are relatively minor 
and immaterial. 

Considering the labor differential, and the raw cotton price discrimination, 
as suggested by the domestic producers, one would expect Japanese imports 
to blanket the American cotton textile market. 

Japan’s inability to do so is explained by (1) the import practices involved 
in Japanese textiles, (2) the special handicaps and risks faced by the importers, 
and (3) the very nature and character of the Japanese competition. 

These restrictive factors were operative prior to the imposition of the ‘“volun- 
tary export quotas” by the Japanese Government and industry. And, as will 
be developed later in this submission, last year Japan was unable to fulfill even 
her modest export limitations in most respects. 

As importers of Japanese cotton textiles, we feel a special competence to com- 
ment on these aspects that interpose barriers to the shipment of many Japanese 
items. 


Import practices 
The geographical distance and the cultural differences involved necessitate 
unique trading practices unlike in many aspects to “standard” international 


trade. These special procedures are intertwined with those usually followed in 
normal commerce between nations. 
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Quite naturally, the methods for importing cotton textiles from Japan differ 
somewhat among the various importers. 

A typical transaction, however, might well follow along this general pattern, 
with modifications to suit the individual operations. 

An American buyer interested in purchasing Japanese cotton fabrics contacts 
an importer who specializes in Japanese textiles. Many of these importers serve 
as agents or affiliates of trading companies in Japan. Most of these importers 
are located in New York City, where some 95 percent of the Japanese cotton , 
textile business in the United States is carried on. 

After the prospective buyer makes known his specifications, the importer re. 
quests quotations on specific items from the exporter in Japan. Following what 
amounts to bargaining by cables between the importer and the exporter, if agree- 
ment is reached on price, quantity, construction, delivery, etc., contracts are 
concluded between the importer and the exporter, as well as between the im- 
porter and the buyer. 

When the letter of credit is received by the exporter in Japan, the goods are 
shipped according to the delivery terms of the contract. In cases where printed 
or dyed items are ordered, the Japanese exporters, after receiving the agreed- 
upon specifications as to color, design, and other conditions, call on the spinners 
and finishers to fabricate the specified merchandise. 

Cost, insurance, and freight and cost and freight prices are considered as the 
conventional method for quoting prices for exports to the United States. Asa 
general practice, no money is advanced by the importer or the buyer. Where 
cost, insurance, and freight contracts are involved, the importers bear the account 
and risk of tariffs, while the exporters pay for, and bear the risk of, ocean 
freight. ; 

If the commodities to be imported are printed or yarn dyed cloth, or fabrics 
with designs, the exporter is obliged to make certain that the importer or the 
buyer will complete and accept the order; otherwise, he may find himself with 
what may be unsalable goods manufactured to specifications that cannot be 
marketed elsewhere. 

On shipments of this type, the Japanese exporter understandably wants to re- 
ceive the letter of credit as early as possible. On the other hand, the importer 
or buyer is not anxious to open an early letter of credit because it may well be 
months before his shipment arrives. In cases like these, it is the usual practice 
for the exporter to receive his letter of credit about 3 weeks before shipment. 
In the meantime, he may have used his firm order for credit purposes to buy the 
necessary materials, as well as to pay his workers. In many instances, however, 
the letter of credit arrives just in time for the shipment. The primary reason 
for this last-minute procedure is that the importer or buyer does not wish to tie 
up his capital without interest until the last possible moment. Of course, as in 
any other business, some shipments are made based on faith and confidence in 
the importers ordering the merchandise. 

Nearly all of the goods are shipped via the Panama Canal and are landed here 
in New York. In rare instances, cotton goods are shipped via Burope or landed 
on the west coast. The New York port is most popular because it is the center 
of the American textile market. 

Deliveries of Japanese imports require so much time that it is almost impos- 
sible to conduct spot transactions. The estimated “lead time” which is re- 
quired for gray and bleached cloths is from 4 to 6 months, and from 6 to 12 
months for printed and yarn dyed fabrics. This important time factor compels 
the Japanese exporter to solicit future business, rather than relying on spot 
sales. 

Furthermore, practically no exporting is done on a consignment basis, al- 
through this is not illegal if approved by the Japanese Government. As a mat- 
ter of experience, Japanese exporters discourage consignment transactions 
because of the numerous difficulties and problems involved, such as the long- 
distance selecting of buyers, rapidly changing fashions, and poor planning. 

Although it may be ideal for an importer to be able to stock large inventories, 
due to the long distances separating the manufacturer and the purchaser and 
the risks involved with reference to the time element, most importers are un- 
willing to make arrangements for accepting goods on consignment. If consign- 
ment agreements are reached, it is usually for standard articles that are not 
subject to fluctuations in seasonal or fashion demands. Items subject to changes 
in demand, such as printed cloth, yarn dyed, and other so-called fancy goods, 
are traditionally exported only on a strict contractual sales basis. 
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It is not customary for importers to stock inventories. At times, however, 
when a large order is placed, an importer may add an extra amount of his own 
against which he can sell in the hope that the entire shipment will be sold by 
the time of arrival. This, again, relates only to staple items. Because of mis- 
calculations of the potential of the market, such merchandise from time to time— 
though seldom—may be warehoused. Such warehoused stocks may give the 
impression that Japanese imports are readily available for spot transactions. In 
actual practice, this is not the case. 

Ample supplies of samples are available for the inspection of buyers. On the 
whole, though, the quality of Japanese textiles is so well known to the “regulars” 
in the trade that most buyers do not order on the basis of samples, but rather 
on their “experience.” Where the buyer desires his own special designs or 
colors, he is expected to supply the requisite details or samples. 

Tradewise, apparel fabrics are subject to seasonal fluctuations in demand, as 
well as to changes in fashions. Velveteens, for example, are purchased for 
spring, autumn, and winter sales, while ginghams are for spring, summer, and 
autumn. 


Jepanese price controls 


Prices of Japanese cotton textile exports to the United States are determined 
by negotiations and bargaining that goes on between the exporter and the 
importer. 

In addition to this private “bargaining” process, the Japanese Government 
has a procedure for checking prices. On most cotton goods, however, there is 
no Official “floor” price. 

Under the export-import law—which was intended principally to prevent the 
escape of capital and to promote orderly marketing—the Ministry of Interna- 
tional Trade and Industry (MITI) has specified that no cotton yarn or fabric 
may be exported without its approval of the terms of the sales contract. The 
agreed-upon price is checked in this review by the Japanese Government. If 
the price of the articles to be exported is considered lower than is considered 
fair, the license necessary for shipment is withheld. This MITI determination 
of “fair” price is not made on the basis of fixed sums, but rather on the more 
realistic considerations of the market situation and other germane factors. 
These “checks” serve to prevent “unfair” prices that might be injurious to 
Japanese exports. 


Import practices in secondary items 


The most notable difference between transactions relating to primary and 
secondary cotton textiles for export is that for the latter the American buyer 
or importer usually visits Japan for the purpose of placing an order to meet his 
specifications. 

Rare as spot transactions are in cotton fabrics, they are even more so in so- 
called made-up goods. Sales, of necessity, are almost always on the basis of 
future delivery. 

The American importer or buyer makes the trip to Japan in order to provide 
detailed instructions as to materials, sizes, styles, designs, colors, buttons, sewing 
methods, folding, labeling, ete. In some cases, the basic cutout paper pattern 
is also provided. Such importers give personal supervision and attention to the 
manufacture of made-up products from the beginning to the end. Though this 
adds to the costs, it assures protection for original design and styling. 

In some cases, the American buyer may supply the Japanese exporter with 
raw materials secured in England, Germany, or the United States to be fabri- 
eated or finished into an article on a consignment basis. 

In this field, the exporters have very few branches or affiliates in the United 
States. None that we are aware of engages exclusively in the exportation of 
cotton made-up commodities. They are usually companies with a wide variety 
of textiles or general merchandise for export. 

As with cotton yarn and cloth, even the major exporters with agents and 
associates in this country cannot afford to carry extensive overseas inventories 
to make for more profitable sales by being close to the market with readiiy 
available stock. Stocking of made-up goods is a highly hazardous business at 
best, as they are highly sensitive to consumer demand and style changes. 

Usually, letter of credits are opened 30 to 60 days before shipment. Many of 
the manufacturers need the money for the purchase of cloth and processing 
charges, so the letter of credits are put to use immediately after the contracts 
are signed. 
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In the pricing of made-up cotton merchandise, the manufacturers and the 
exporters are often at the mercy of the buyers. If the purchaser discovers that 
changes in the fashion and the style have caused his order to become less at- 
tractive, he at times attempts to cancel his contract, leaving the producer and 
the exporter in a very poor “bargaining” position. As a matter of record, some 
buyers allege fashion changes as a “bargaining’’ device, but most importers are 
fair in this regard. 

Cancellation of contracts also takes place for noncompliance and nonper- 
formance. In nearly all such eventualities, it is virtually impossible to switch 
the sale of these articles to the Japanese market because the styles may not 
be suitable to Japanese tastes, or,. more likely, the sizes may be too large for 
the Japanese consumers. 

When situations like these arise, the buyers can just about set their own 
terms, especially with the smaller plants and mills. 


Cotton export items on check list 


As with other cotton textiles, MITI has imposed a check on ail made-up goods 
to be shipped to the United States. The same type of check is enforced on 
made-up goods as on other cotton items, and for the same practical reasons. 

Made-up articles exported to the United States which are subject to this 
MITI check include sweaters, cardigans, jackets, finished yarns, braids, tapes 
and cords, hose, cloth, knit cloth, lace cloth, underwears, night clothes, shirts, 
sportswear, polo shirts, blouses, aprons, cooking aprons, business clothes, work 
clothes, coats, trousers, shirts, dresses and other outerwear, kimono, socks and 
stockings, tabi, hats, gloves, handkerchiefs, mufflers, scarves, shawls, neckties, 
corsets, brassieres, diaper covers, pinafores, cuffs, furoshiki and other personal 
effects, floor coverings, curtains, blankets, bed sheets, pillowcases and other 
bedding materials, tablecloths, napkins, towels, tenugui, dishcloths, cushions, 
mosquito nets, and other household textiles. 


Importer handicaps and risks 


There are innumerable conditions, problems, and expenses which must be 
resolved before Japanese cotton textiles may be imported into our markets. 
These handicaps and risks contribute materially to the inability on the part of 
importers to bring in large quantities of Japanese cotton textiles. Too often 
these extra burdens are glossed over or neglected in the discussion of imports. 

Ten of the more obvious difficulties that the importer of Japanese textiles must 
overcome to compete successfully in the American market place with domestic 
and other foreign merchandise are summarized. 

First, the importer must hurdle the tariff wall which has been erected to 
protect the domestic manufacturer. 

To the domestic industry, tariffs may be protection, but to the importer they 
are discriminatory subsidies levied against his imports that add to his costs. 
To the consumer, these same tariffs represent higher prices in the purchase of 
desired articles from abroad and at home. 

In cotton goods, although tariff rate are not high in relation to other countries 
generally and across the board, in the case of certain textile items, especially 
mass-production articles, they are considered prohibitive. An example of this 
exclusionary tariff is corduroy which carries with it a tariff barrier of 50 percent 
ad valorem. Nearly all of the cotton lace items carry duties over 45 percent, 
and an extreme illustration is cotton braids for making or ornamenting hats. 
These braids enjoy a 90 percent ad valorem tariff. 

Second, ocean freight and insurance are added costs to the importers which the 
domestic manufacturer does not have to assume. 

Often 1 cent can make the difference in the competitive posture of a textile 
item, especially in yard goods. 

The long freight haul from Japan to New York via the Panama Canal is not 
quite half-way around the world. 

Third, the importer must take into account the lead time required for delivery 
of Japanese textiles. In a world of overnight changes in fashions, styles, and 
colors, this time element often makes the difference between a sale, or none 
being made; between a possible profit and perhaps complete loss. 

Estimates of some importers are that it takes more than twice the time for 
delivery from Japan as it does from domestic mills, and these appear to be 
conservative when one considers the long, slow haul by ship that is involved. 
It is this delivery factor that exemplifies the inability of Japanese textiles to 
compete in the field of high fashions and styles that depend so much on design 
and colors. 
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Delivery of imports from Japan involves more than just lead time. If, to 
illustrate, the delivered item does not meet specifications or the demand has 
changed, sales for an entire season may be lost because of the time factor in 
pringing over another shipment from far-away Japan. It is true that the seller 
of domestic items faces this problem too, but not nearly as often as those who 
import for a variety of reasons. The tremendously vast differences in distances 
involved make it easier and quicker to make adjustments with the American 
producer. 

Fourth, there are no spot transactions which can be made by the importers, 
again because of the distance and the risks involved. The added expenses of 
warehousing assures that he cannot maintain large quantities of stock from 
which to make initial sales and also to be able to replenish any quickly sold 
supplies. 

The difficulty often places the importer under a severe handicap in his ability 
to take advantage of changing market conditions. It also makes virtually im- 
possible the altering of an order once the shipment is under way because of 
the prohibitive costs. 

Fifth, the securing of a letter of credit at least 30 days before shipment ties 
up the funds of an importer to his disadvantage. This 30 days before ship- 
ment means that large sums are invested in the imports for a minimum of 70 
to 90 days without interest accruing to the importer. These factors add to his 
actual costs. 

Purchases from a domestic manufacturer, in many cases, may be on credit. 

Sixth, the importer must work on small margins or markups. Because of 
the many costs he must pay in addition to those that customarily exist for the 
domestic manufacturer, he must operate on a smaller margin or markup to meet 
competitive prices. 

This small profit margin limits the importer’s ability to merchandise or pro- 
mote his commodities. The added expense of advertising, for one example, 
could price him out of competition with the domestic product. 

Seventh, the importer meets with difficulties in communication which his 
domestic competitor does not have to overcome. 

Inasmuch as the manufacturer in Japan is some 8,000 miles away, communi- 
cations between exporter and importer are not only more troublesome, but also 
considerably more expensive and time-consuming. To explain the requirements 
of the market, for instance, takes from 10 to 14 days by airmail. A telephone 
call is five or more times as expensive as from New York to any community in 
the Nation. A cablegram costs 30 cents a word. Then, there is the language 
barrier that also has to be overcome in many cases. All these add up the costs 
to the importers. 

Eighth, Japanese cotton textiles are, unfortunately, the victims of market 
prejudice that infers lower quality and cheaper price. 

The domestic industry is at least an accessory during the fact in promulgat- 
ing this prejudice and, thereby, is not blameless for the condition they deplore 
that Japanese textile imports must be priced considerably lower than compara- 
ble United States items in order to compete. 

This price differential on certain commodities must be considerable—at least 
7 to 10 percent—if imports are to be competitive with its domestic counterpart. 

This price differential, naturally, takes into account not only market prejudice, 
but also the various risks involved in the importation of Japanese cotton textiles. 

While more will be presented on the subject subsequently, another risk that 
must be taken into consideration by the importers is a recent one brought about 
by Japan’s voluntary export quotas. The importer is now obliged to order more 
accurately in terms of market conditions. Unless he is both careful and lucky, 
he may find himself in a position with many buyers but no merchandise. Dur- 
ing the past 2 years, as an example, importers of velveteens have been faced by 
a market larger than the supply available to him through the export quota 
limitations. : 

Ninth, cultural differences existing between the importers in many cases 
and the Japanese manufacturers and between the ultimate consumers in this 
country and the Japanese producers make it more difficult to conduct satis- 
factory business relationships and to conclude mutually beneficial arrangements 
than with domestic operatives or European exporters. 

These cultural differences involve matters of language, customs, and social 
mores. They include differences in business and social institutions too. 

Although—without doubt—there is a greater area of understanding between 
the Japanese and Americans than ever before, and many things Japanese are 
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eagerly accepted, there remains, nevertheless, understandable differences in the 
respective ways of life and living. 

Tenth, over and above all of these special and added costs and risks, the im- 
porter of Japanese cotton textiles must bear all the usual and ordinary dangers 
and challenges of all business enterprises. 

In the highly competitive field of cotton textiles, in most situations these 
extra added burdens of doing business with the Japanese are such that they 
constitute a real barrier to the importation of textile products. 


Competitiveness of Japanese cotton teztiles 


We have reviewed the import practices and the special risks involved in the 
importation of Japanese merchandise which tend to explain the paucity of Jap 
anese cotton textiles in the American market. 

An assessment of the nature of Japanese competition in cotton textiles reveals 
the types of fabrics that can be exported to this country and those that cannot 
be shipped here. 

In a sense, this is refutation of one prevalent view that, since Japanese wages 
are low and since she is able to buy cheap raw cotton, Japan can and does ship 
into the United States every type and kind of cotton textiles. 

This is also to explain the basis for the allegation that, while Japan can export 
any cotton textile manufactured in this country she is deliberately refraining 
from diversifying her shipments in order to concentrate in certain fields where 
the American industry is weak. 

For illustrative purposes, cotton fabrics manufactured by United States mills 
and plants will be divided into five general categories, according to classifications 
utilized by the United States Department of Commerce in compiling its Facts for 
Industry series. The figures in parentheses are the reference list numbers used 
in this Government publication. 

The five categories, though representative of American fabrics, are designated 
in terms of the Japanese cotton textile industry, with specific reference to their 
application to trade with this Nation: (1) No production items, (2) prohibitive 
costs items, (3) occasionally exportable fabrics, (4) labor intense fabrics, and 
(5) fashion items. 

If costs were not a vital factor, and market and consumer demand too, Japan 
could manufacture nearly every type of cotton fabrics produced in this country. 
But, if the costs are prohibitive, or if there is no demand for their textiles at the 
price at which they can afford to make them, production is not warranted. 


No production items 
For various reasons we need not go into here, the following cloths itemized in 
the Facts for Industry series are not produced in Japan: 
Osnaburg (1200-1209) 
Sheetings, average yarn counts up to 15’s (1220-1224) 
Pillow and industrial tubing (1298) 
Bed ticking (1472) 
Cotton and wool mixtures (1772) 
Sheeting, combed yarns (1848) 


Prohibitive costs items 


Items in this category are best suited to so-called mass-production methods. 
Past records demonstrate that Japanese imports in this category have been 
insignificant. The reason for Japan’s inability to compete in this field is ob- 
vious—prohibitive costs as far as Japanese industry is concerned. The excep 
tional and recognized efficiency of the mass-production system in this country, 
with long production runs, resulting in low unit costs, forces the Japanese indus- 
try to stay out of this competition. Moreover, even if the production costs were 
relatively equal—which they are not—the high cost of freight and the insur- 
mountable tariffs preclude competition in the American market. 
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Listed below are some of the items that the United States industry produces 
that Japan, because of the prohibitive costs, does not manufacture for export to 
this country : 

Duck and allied fabrics (1001-1091) 

Sheetings, average yarn count above No. 16 (1228-1263) 
Carded poplins (1264) 

Drills (1901-1911) 

Jeans (1915-1919) 

Twill fabrics, sheeting yarns (1268, 1921, 1923, 1931-1951) 
Sateens (1953, 1955, 1844, 1846) 

Gabardines and cavalry twills (1287) 

Birdseye diaper cloth (1288) 

Bed sheetings (1291-1296) 

Window shade cloth (1302) 

Fancy print cloths (1342, 1347) 

Bandage cloth (1350) 

Tobacco and cheese cloth (1354-1362) 

Denims (1401-1416) 

Cottonades, etc. (1422) 

Whipcords, ete. (14382) 

Chambray and colored yarn shirtings (1441, 1446) 
Seersuckers (1455, 1876) 

Dimities and fancy handkerchief fabrics (1811) 
Marquisettes (1829) 

Oxfords (1835) 

Twills, combed (1863) 

Typewriter ribbon cloth (1870) 

Cotton mixtures (1877, 1878) 

Bed spread fabrics (1702, 1706) 

Drapery, ete. (1711-1729) 

Corduroy (1741-1752) 


Examples, prohibitive-cost cloths 


Cited below are three examples of so-categorized prohibitive-cost fabrics 
broken down as to costs to show why they cannot be exported to this country 


for competitive purposes. 
EXAMPLE 1.—Dyed cotton corduroy—No. 3026 (36 inches in width) 


F.o.b. (Japan) 
Ocean freight 
Insurance 


Brokerage commission 
Importer’s margin 


United States price advantage 


The cost factors cited for Japanese corduroy and the United States manu- 
facturer’s price may come as a surprise to many, but it is clear that products 
like corduroy have very little possibility of entering the American market on a 
competitive basis. While it is true that there have been some imports of 
made-up goods, especially baby clothes made of corduroy cloth, for the most 
part, the price differential of more than 25 percent makes imports of this 
fabric impossible. 


29350—59—pt. 4—27 
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ExamMPie 2.—Four leaf uniform twill—dyed, United States type No. 1 (42 inches 
in width) 


United States price advantage 


EXAMPLE 3.—Four leaf uniform twill—gray, United States type No. 1 (42 inches 
in width) 


F.o.b. (Japan) 
Insurance and freight 


United States price advantage 


Occasionally exportable fabrics 


In this category, Japanese cotton fabrics can be exported only when there 
is an unusual situation in either or both the Japanese or American markets 
to create a sufficient price differential to enable Japanese goods to be shipped 
and sold here. 

In this category, too, are merchandise that enter to take advantage of an 
abnormal market condition where domestic production cannot satisfy the 
immediate demands caused by a sudden change in fashions or other unusual 
factors. 

The fabrics in this group include: 

Plain print cloths (1304-1335) 

Poplins and broadcloths (1364, 1878, 1802, 1808, 1842) 
Twills, print cloth yarns (1382) 

Lawns and organdies (1820, 1826) 

Piques (1838) 

Sateens, combed (1844) 

Voiles (1872) 


Quantitative imports of occasionally exportable fabrics 


Aside from the labor intense fabrics of velveteen and ginghams, to our mind, 
this is the only category that should cause legitimate concern to the American 
producer. 

In order to provide as accurate a picture as possible, we have charted below 
a statistical summarization of five of the fabrics listed in this category. We 
were unable to include all 7 of the cloths because of differences in the statistical 
classifications in the 2 countries. 
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Even in the abnormally high export year 1955 for Japan, none of these fab- 
rics amounted to more than 3.11 percent of the domestic production in that 
particular cloth. That year, broadcloth and poplins were purchased by Ameri- 
ean cutters in considerable quantities (compared to previous purchases) to fill 
a void in the United States market. Other fabrics such as printcloth (80 
squares) climbed to only 0.5 percent of American production at its highest 
point, while twill and sateen rose to only 0.38 percent, sheetings to 1.20 per- 
cent, and shirting, printcloth to only 1.39 percent, each in terms of the domes- 
tic production in that particular item. 

The tables below provide a more graphic comparison of the minor inflow 
of Japanese cotton fabrics in these occasional items: 


United States production compared with Japanese exports 
{In 1,000 yards] 


| 


lee 
|United States} Japanese Percentage 


producti n exports 
} a 


| 
| 1,591,374 1 
oat 1, 548, 218 4, 491 
, 600, 126 15, 094 
33 : ; é sew , 652, 926 15, 390 
1957 _. etgte . 4 i —— , 537, 017 18, 512 
Shirting, print cloth: 
1953__- , 730, 276 13, 835 
1954__- i ‘ : ; , 776, 500 | 19, 370 
Sia Sad dens ; dill dy st — | , 722, 910 23, 486 
1956. _- 2 =" 2 ; os , 789, 414 636 
aS. , 574, 145 | 
Print cloth, 80 square type: ! | 
1953 __. aha kba pd Sa eee 698, 823 
1954___-- dae ty , 905, 443 
1955... : 783 387 
1956_........ shite, Lise, ; 748, 347 | 
a ‘ a ne —_ | 754, 219 
Poplin, broadcloth: 
1953_.. “3 ; ; sa} 728, 831 
Pe ZiLe- 4 sa Like hed bh» Soca’ 892, 498 
eb 4.44 «0 Pilates nadeitancdn «ten ois 938, 242 
tink di ndksseeoue ‘ nat : okae a mieies oprwsl 758, 587 
1957 __. = baz bh EA Smet : ecidh «bl 781, 701 
Twill and sateen: 
ts. x5 i 5tca~ meld ‘ ‘ 619, 737 
1954... .. e . need eon 550, 996 
1955... . ve = ae Vedadesl 606, 357 2, 322 
_ SSu yea e Sup huitnoss podacet- sienes 624, 204 1,172 
; 743, 122 421 





waese BaRe 





1 Print cloth, 80 square type, is included in shirting print cloth, and poplin broadcloth. 


Sources: United States production—Facts For Industry, by Bureau of the Census, U. 8. Department of 
Commerce. Japanese Exports—Annual Export Statistics, by Institute of Textile Trade Research and 
Statistics. 


Labor intense fabrics 


In this fourth category are those fabrics which utilize a considerable amount 
of labor, including hand labor, in their production. Such machinery as there 
is for this type of manufacture is relatively inefficient and expensive in terms 
of the finished cloth because there are so many seconds. 

It is this use of skilled and trained manpower that is Japan’s only natural 
resource. It is to be appreciated, therefore, if Japan enjoys any economic ad- 
vantages in the production of cotton textiles, they will be in the manufacture of 
fabrics which require relatively high labor content. This contrasts to the 
mass-production methods in this country where capital and machinery represent 
some of the many economic advantages that we enjoy as the most industrialized 
nation in the world. 

Although there are other cloths in this classification, as far as the United 
States is concerned, the problem quite frankly is with imported velveteens and 
ginghams. There have been some improvements in the machinery for the pro- 
duction of these fabrics, but especially for velveteens the equipment for cutting 
purposes cannot cope with hand cutting for either quality or costs. 
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Velweteens 


So much has been mentioned about velveteens that it deserves special atten- 
tion at this time. 

The velveteen industry—if it can be classed as an industry—consists of only 1 
weaving and 1 finishing mill in this country, both owned and operated by 1 com- 
pany, the Crompton Richmond Co, 

Five years ago (1953), there were three manufacturers of velveteens. In 
addition to Crompton Richmond, they were Merrimack Manufacturing Co. and 
A. D. Julliard. In 1957, the Merrimack Co. began liquidation and no longer pro- 
duces velveteens, although it is reported that it still holds some inventory of 
this item. In 1954, Julliard was acquired by the United Merchants & Mannu- 
facturers Co. and gave up the manufacture of velveteens. 

To those who would look with jaundiced eyes—and many have—the veleveteen 
picture appears as proof of the impact of imports on a domestic industry. 

The evident facts are, however, quite the contrary, as evidence elicited at the 
public hearings of the United States Tariff Commission on the subject of vel- 
veteens in 1956 and other information clearly indicate. 

Julliard gave up the manufacturing of this labor-requiring fabric to concen- 
trate on the finishing of velveteens and on the manufacture of other textiles as 
its contributions to the highly integrated structure of the huge United Merchants 
organization. When there is a demand—even today—it finishes high-grade 
fashion velveteens for the trade. This was the situation when the Tariff Com- 
mission hearings were held. 

The story of Merrimack is the century-old one of a high-cost New England 
mill attempting to compete with a low-cost producer in the South. Its equip- 
ment up to weaving was reputed to be good, but its weaving facilities were 
known to be old and in poor condition. Its finishing machinery was said to be 
in better, but not the most modern or efficient, condition. 

Its primary problems were in the manufacture of its main item—corduroys. 
On giving notice of its plan to liquidate, the weakness of the corduroy market 
was emphasized. Expert authority has declared that Merrimack would haye 
had the same difficulties even had there been no imports of velveteens. 

It is a misnomer to separate the velveteen and corduroy industry into two 
distinct entities. Indeed, the Tariff Commission in a prewar recommendation 
(report No. 68, 2d series, 1983) concluded that corduroys were the primary prod- 
uct and velveteens the secondary item of the same industry. Factually, the 
equipment and facilities for the manufacture of velveteens is completely inter- 
changeable with those for the manufacture of corduroys. The only possible 
difference is that velveteens require a finer-count yarn. It is quite likely that 
prewar and possibly postwar velveteen mills decided without reference to im- 
ports to change over to corduroys because of greater profits in the latter. 

To distinguish a velveteen industry as apart from the pile-fabric industry, of 
which corduroys are also an integral part, is to segmentize what constitutes a 
small part of the textile industry as such and to recognize that every fabric, 
no matter how significant or small its production, is a separate and distinct 
industry in and of itself. Such minute divisions are unrealistic and unjustified. 

Production statistics going back to prewar averages show an annual output of 
2,479,169 square yards in the 1930-39 decade. During and after the war, and 
because of the war, production from 1940 to 1949, except for 1945, was rela- 
tively high; not quite double that of the previous period. Due principally to a 
fashion trend in 1952, coupled with a complete monopoly of the domestic mar- 
ket, the velveteen producers reached their peak that year with a production 
achievement of 8,246,496 square yards. There has been a steady decline since 
that pinnacle in domestic production, but our contention is that Japanese im- 
ports, being supplementary and complementary—and not competitive—were not 
responsible for this downward trend. 


United States production of velveteens 


Year: Yards | Year—Continued Yards 
1930-39 yearly average. 2, 479, 169 1953 
1940-49 yearly average. 4, 567, 686 5 
4, 502, 435 
6, 883, 030 
8, 094, 559 
8, 246, 496 
1 Estimates. 
Source: U. S. Census Bureau. 
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Though 1956-57 official production figures are not available (because only one 
company produces velveteens and such individual information is kept confi- 
dential), by culling the only possibility—velvets, plushes, and other pile fabrics, 
but excluding rayon and wool mixture—we estimated the production for the 
past biennium. These estimates would show that 1956 domestic production 
decreased to 3,137,280 square yards, increasing in 1957 to 4,286,970 square yards. 
This increase in domestic production undoubtedly resulted when Japan volun- 
tarily cut back her exports by more than a half from the previous year to the 
2,500,000 square yards imposed by her export quota. 

An interesting commentary, documented in the table below, is that in 1957 
there was a very sharp decline in the total consumption of velveteens by the 
domestic market. Two years ago, the total apparent consumption was 11,461,969 
square yards, but last year it dropped 2,930,917 square yards to 8,531,052 square 
yards. 

In this same biennium, veleveteen imports from Japan decreased from 
6,898,000 square yards in 1956 to 3,163,000 square yards in 1957, for an import 
loss of 3,735,000 square yards. These statistics, incidentally, include those 
velveteens that were allegedly transshipped through third countries to the 
United States. The actual exports certified by the Japanese Government for 
shipment was 2,395,000 square yards. 

Some observations are prompted by the relatively major decline in the velvet- 
een market in 1957 as compared to 1956. With Japan voluntarily relinquishing 
more than 3 million square yards, why didn’t the protesting industry of one 
company increase its production to take up the surrendered share? Why 
didn’t the other companies, Julliard and Merrimack, reenter the field if they 
were geared to manufacture velveteens? What about the increased price of 
velveteens? Who but the consumer paid the higher asking price? Who pocketed 
the extra profits? 

It is not coincidental, though, that the approximate total of imported velvet- 
eens given up by Japan approximates the loss in apparent consumption. This 
simply demonstrates that Japanese and domestic velveteens are not directly 
competitive, either as to quality, price, or end use. United States velveteens, as 
brought out in the Tariff Commission hearings, are competitive with velveteen 
imports from Italy. Japanese velveteens opened up new markets and discovered 
new uses, thereby enlarging the total velveteen market for both imported and 
domestic fabrics of this special construction. 


Velventeens: United States production—Imports, apparent consumption 
[In square yards] 


Production 
| consumption 


9, 484, 000 

: 12, 846, 000 

1 3, 187, 280 | "324,000" 11, 461, 969 
6 


4, 286, 970 | "4,954,000° 8, 531, 052 


1 Estimate. 
Source: U. S. Census Bureau (except estimates). 


Recapitulating the facts, the extensive publicity given to velveteen imports 
have distorted the picture out of all perspective, not only for this single item, 
but more importantly for all imports. 

There is only one company in the United States actively producing velveteens. 
Employing about 900 workers, its total production of velveteens—while larger 
than the total of the restricted imports from Japan—is only 3 to 4 million square 
yards a year, or about one two-thousandth of the annual cotton yardage produced 
in this country. 

Velveteens are a specialty fabric that requires high labor content and is most 
sensitive to labor differentials whether interregional or international. It is 
uniquely adapted to Japan’s type of economy where manpower is the dominant 
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aspect; from the purely economic sense, its manufacture in this country would 
seem to be uneconomic, 

Moreover, Japanese imports are not competitive with domestic’ velveteens, 
When Japan voluntarily surrendered a substantial portion of this specialized 
market that it helped develop, the lone American company in the field was unable 
or unwilling to increase production to make up the relinquished yardage. 

We wonder whether it is good economics for a single company to enjoy such 
a monopoly protected by this Government? We wonder too whether a single 
company’s production of velveteens should be tolerated to jeopardize the foreign 
policy objectives of the whole nation? 

Ginghams 

Ginghams share with velveteens that labor intense quality that permits its 
importation from Japan into the United States in relatively substantial 
quantities. 

Currently of wide general appeal and usages, ginghams are usually defined as 
“cotton colored yarn box loom fabrics commonly known as gingham, whether 
colored or combed, having yarn sizes 21s or lighter inclusive of fabrics decorated 
with dobbies, satins, clip sports and push cords, except tissue ginghams.” Tissue 
ginghams are “box loom colored yarn fabrics, whether carded or combed, of 
lighter yarns than those in regular gingham classification, and known as tissue 
gingham in the trade.” 

The number of colored yarns used in its manufacture accounts for its rela- 
tively high labor content. Although some new equipment has been designed to 
reduce the labor requirements in gingham production, in general, it is an Amer- 
ican industry that does not enjoy technical advantages over foreign competition 
by reason of its machinery. It is, however, a fabric that is highly dependent 
upon styling and fashion trends, and in these respects, the domestic manufacturer 
retains a marked competitive advantage over Japanese imports. 

Historically, this fabric has been made in this country for over a hundred 
years. It is primarily an apparel goods fabric used to make women’s and girls’ 
blouses, dresses, and aprons, and in men’s and boys’ sports shirts. Before the 
1930’s, ginghams represented a large segment of the cotton textile industry. Its 
decline thereafter has been attributed to changes in the trend of fashions. Re- 
cently, though, ginghams have been on the upgrade as the fabric again captured 
fashion’s fancy. The two-ply ginghams especially are being used in sections of 
the apparel trade such as men’s jackets and hats. Some authorities have ven- 
tured that the introduction of this latest gingham-type has doubled the market 
potential for ginghams generally. 

Inasmuch as fashions dictate the overwhelming use of ginghams, by reasons 
of the difficulties, obstacles, and risks involved in importations, Japan cannot 
compete for the first or primary market, which is also the most lucrative and 
profitable portion. Since the Japanese exporters ship ginghams on order, their 
fabrics are at a distinct disadvantage. 

That they can compete at all for any share of the market stems from the 
economic character of the cloth; that is, its high labor content. Ginghams from 
Japan are customarily in the loom state and are finished here by our own mills 
and plants. They are generally sold to converters and manufacturers in this 
loom state and thus Americans are employed and American operators profit. 

The record for Japanese imports was reached in 1956, when 77 million square 
yards were imported. This represented about 26.2 percent of the apparent 
domestic consumption of 300 million yards. Lest some misread the implications, 
it should be explained that the American producers were confronted with a 
sudden spectacular and unexpected increase in the demand for this particular 
fabric that they could not meet with their own production. Unable to satisfy 
their customers, such textile giants as Burlington Industries, through their 
subsidiaries Ely and Walker, and United Merchants & Manufacturers, Inc., and 
Lowenstein & Sons, Inc., were forced to import Japanese ginghams to augment 
their own production. During 1955-56, these 3 companies together ordered 
12,905,793 square yards of loom state ginghams. 

If the industry leaders could not produce sufficiently to meet the demands of 
their own clients, it is not difficult to imagine that many of the smaller com- 
panies were materially aided by these Japanese imports. 

Viewed against this background, Japanese gingham imports helped, not in- 
jured the overall domestic gingham industry. 
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United States production and imports of ginghams 


[In millions of square yards] 


Percentage 
Japanese Apparent Japanese 
imports consumption | imports to 
consumption 


1 Not available. 


Source: U. S. Bureau of Census. 


Recalling the vital role that gingham imports played in 1955 and 1956, it is 
interesting to speculate whether the availability of Japanese fabrics at that 
time prevented the immediate and severe contraction of an industry unable to 
cope with the dictates of fashion. If sufficient gingham cloth had not been made 
accessible to the trade at that opportune moment, is it possible that the fickle 
fashion trend might have shifted to another fabric and the current relatively 
healthy demand for ginghams might not have been triggered? 

In spite of the record, however, numerous charges have been made that 
Japanese imports are forcing American mills into bankruptcy. The most re- 
cent of these charges relates to the Victoria Mill in Rock Hill, 8. C. 

It is common knowledge in the trade, we were told, that this particular mill 
has been a marginal one for many years. The equipment is antiquated, obsolete, 
and inefficient. Though it has 9,856 spindles and 246 looms, its facilities limit 
the weaving to flat goods. There is no machinery for “leno” or “dobby” mo- 
tions. Usually, less than a hundred workers were employed there. 

Ginghams, colored goods, and yarns were manufactured there, but its fabrics 
were of the low-end variety since the yarns used were from 18s to 30s. Inas- 
much as Japanese ginghams are usually 40s or a finer grade, it is doubtful that 
the ginghams fabricated in this mill competed qualitywise with these imports. 

Because of the poor state of the equipment, the mill has had difficulties in at- 
tempting to sell their output. Our understanding is that the selling agents were 
changed a number of times in order to promote sales and that the mill lost 
money for 6 consecutive years before closing its door. Victoria Mill operated 
in the red in 1952, 1953, and 1954 when little or no ginghams were imported 
from Japan. Its internal structure was such that it could not compete on the 
open market, and it was doomed to close down regardless of the import situation. 

Solomon Barkin, director of research, Textile Workers Union of America, 
AFL-CIO, testified directly on this matter before this subcommittee in Wash- 
ington July 9, 1958, as follows: 

“You heard Senator Thurmond complain of the closing of the Victoria Mill 
in Rock Hill. This is not the first southern mill that has closed; it is simply 
that the South is more aware of the fact that the textile industry is contracting ; 
it is hitting them, and this wave of closing has only begun, gentlemen. The 
Victoria Mill complains about the tariff. That is not the full story. It hit it, 
but it was a marginal mill which is closing down as the industry shrinks * * *” 


Why do mills close down? 


Although we intend to delve into this subject in greater detail subsequently 
in this submission, this is an appropriate place to ask the question: Why do 
mills close down? . 

We ourselves are convinced that no mills have been closed down because of 
Japanese imports. Too often when marginal mills shut down, imports are 
given as the excuse and the cause. Even when mills that do not compete with 
imports liquidate, imports are blamed. 

We respectfully submit that, in our opinion, this subcommittee could render a 
real service not only to the textile industry itself and to the importers, but also 
to the public at large and the Nation, by conducting a searching and impartial 
investigation into the closing of so many textile mills. The starter might well 
be the Victoria Mill and the Merrimack Manufacturing Co. Only the Govern- 
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ment, or a congressional committee, armed with subpena powers and adequately 
financed, can ferret out the facts. If the textile industry is sincerely concerned 
with its problems, it would welcome and cooperate with such an official inquiry, 

In any study of this kind, there are at least six aspects of mill operations 
which we believe should be examined. These are (1) productivity of the ma- 
chinery, equipment, and facilities, (2) efficiency of the productive organization; 
that is, the integration of the various phases of production from spinning, 
weaving, and finishing, (3) effectiveness of management, (4) potency of pro- 
motional and merchandising campaigns, (5) whether the product manufactured 
meets with the market, fashion, and consumer trends, and (6) tax or other 
benefits that might result from liquidation. 

We are certain that such a comprehensive study of the mills that have closed 
down will disclose that Japanese imports are not the sole or even substantial 
cause for the liquidations. 

Once our views are confirmed, or disapproved, the Congress and the adminis- 
tration will be in a better position to determine the next course of action. Too 
much is at stake to proceed without knowing as a matter of fact the exact impact 
of foreign textile imports on this Nation’s economy and welfare. 


Fashion items 


This fifth category deals with fashion goods. 

As pointed out previously, the Japanese are completely outclassed by American 
producers in this field. As yet, the Japanese cannot be expected to vie with the 
United States and Europe for designs and fashions for the American market. 

Distance remains a discouraging factor. Another is the limited capital avail- 
able for experimentation in fashions. In printed cloth designs, it is not even a 
race. Operating some 8,000 miles from the center of the United States textile 
style and fashion center, the Japanese manufacturers are hardly in a position to 
know the intimate details and last-minute vagaries in the textile marts of 
America, especially in reference to fashions, colors, designs, and trends. 

Basic too are the cultural differences, as reflected in tastes and reactions. The 
western mode in clothing and fabrics are different from those of the Orient. Al- 
though these cultural differences at present are liabilities to the Japanese, it is 
the hope of the importers that these can soon be turned into assets for providing 
unique and distinctive fashions and designs acceptable to occidental tastes. 


Limited area of competition 


Our examination of the five categores of cotton fabrics affirms that only in 
labor intense items like velveteens and ginghams are Japanese imports truly 
competitive with domestic production. 

The categorized “No production items” account for 579,467,000 square yards, 
or approximately 6 percent of the total United States production in cotton cloth. 

The “Prohibitive costs items” account for 4,396,780,000 square yards or about 
46 percent of total cotton fabrics output. 

The “Occasionally exportable fabrics” account for 3,488,299,000 square yards, 
or about 36 percent of the total cloth production. 

The “Labor intense fabrics” account for 250 million square yards, or about 
2.5 percent of our total output in cotton cloth. 

The “Fashion items” and others account for the remainder of the yardage 
manufactured in this country. 

Against the tremendous volume achieved by the United States cotton fabric in- 
dustry, Japanese imports are indeed small. And the minor American produc- 
tion in “Labor intense items” reflects the realities of our economy which 
encourages Japanese cotton fabrics of high labor content to compete in this 
limited range. 

Velveteen cloth production in this country amounts to about one two-thous- 
andths of our total cloth output, and in the 1957 peak year ginghams accounted 
for about 2 percent of our total fabric production. These statistics attest to 
the truth that only 2 percent of our total United Sates production of cotton fab- 
rics faces any serious competition from Japanese imports. And, in the case of 
ginghams, Japan cannot compete for the fashion markets. 


Competition in made-up goods 


Generally speaking, the same type of misinformation, misunderstanding, and 
misapprehension that is related to fabric imports apply to Japanese cotton 
made-up goods imported into this country. 

A vociferous group of domestic garment makers and others charge that Japa- 
nese apparels and other cotton made-up goods are inundating the market. Still 
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others claim that Japanese garments and merchandise can enter the United 
States in any quantity and at will, except possibly for high fashion articles. 
Some contend that Japanese imports may be brought into this country at half the 
domestic price. 

The truth is that all Japanese made-up goods shipped to the United States 
equals less than 1 percent of our domestic consumption of cotton. It has been 
calculated that all Japanese cotton manufactures exported to this country from 
Japan last year, excluding fabrics, totaled only 0.6 percent of American raw 
cotton consumption. This calculation is based on the conversion rate of 4.6 
square yards per pound announced by the Departments of Commerce, Agricul- 
ture, and State last year in connection with the Japanese “voluntary export 
quotas.’ 

Though not significant in terms of quantity, it is submitted that Japanese 
made-up goods may well be the “best buy” dollar for dollar on the market 
today. They are not, however, identical to the United States equivalent that 
sells for considerably more, for it is a truism that if quality and merchandising 
are the same, the price for both the imported and the domestic items are nearly 
equal. 

In the apparel trade, not only must articles compete on a price basis, but also 
on a fashion basis as to styles, colors, designs, ete. Accordingly, Japanese cot- 
ton made-up goods must contend with the secondary, rather than the primary, 
market where the greatest profits are to be made. Because of circumstances and 
the economic realities, Japanese goods can only follow, not lead, in fashion and 
style trends. Thus, Japanese imports are almost always in competition with 
those American garment makers who are also followers, and not creators, of 
trends. In many cases, such producers are marginal or inefficient. Japanese 
competition, therefore, is confined to the popular price lines of blouses, chil- 
dren’s wear, boys’ sport shirts, ete. Usually, too, they are only in the so-called 
low end. They are, however, often used to promote the sale of finer quality 
and higher priced domestic products. 

If, as often alleged, these Japanese imports substantially endanger or 
threaten serious injury to domestic industries “producing like or directly com- 
petitive products,” the laws prescribe procedures for so-called “escape-clause 
relief’ by the United States Tariff Commission. 

Significantly, only five of the literally hundreds of groups representing do- 
mestic made-up goods have petitioned the Tariff Commission for relief from 
Japanese imports in the postwar era. These petitioners represented the domes- 
tie producers of pillowcases, blouses, wool gloves, toyo caps, and wilton carpets. 
In every case, except wilton carpets which is still under consideration, the 
Tariff Commission after investigations and in most instances public hearings 
either dismissed the appeals, rejected them, or they were withdrawn by the 
domestic industry. 


Examples, price differentials for made-up goods 

Six examples of the price differentials between Japanese imports and com- 
parable domestic items are provided to indicate that in many, if not most, made- 
up goods the Japanese articles do not enjoy the competitive equality necessary 
to vie for the United States market. 


EXAMPLE 1.—Underwear (cotton T-shirt, combed yarns, 408) 
Per dozen 
Free on board (Japan) 
Insurance and freight 
Duty 
Entry charges 


Cost, insurance, and freight (New York) 
Broker’s commission and importer’s margin 


Wholesaler’s price 
Wholesaler’s markup 


Importer’s price to retailers 
United States manufacturer’s price to retailers 


United States price advantage 
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ExAMPLE 2.—Dress shirt (cotton, 408, 210) 
Per dozen 


Cost, insurance, and freight (New York) 
Broker’s commission and importer’s margin 


Wholesaler’s price 
Wholesaler’s markup 


Price to retailers 
Retailer’s markup 


Cope es ee tee) Se os er cL ete 


Consumer’s buying price per shirt 
United States price to consumers 


United States manufacturer’s price advantage 


ExAMPLE 3.—Terry towels (20s) 


Cost, insurance, and freight (New York) 
Broker’s commission and importer’s margin 


Importer’s price to wholesaler 
Wholesaler’s markup 


Price to retailer 
Retailer’s markup 


Retailer’s selling price 


Selling price per unit 
United States manufactured price 


United States price advantage 
EXxAMPLE 4.—Knitted pajamas (308) 


Free on board (Japan) 
Insurance and freight 


Cost, insurance, and freight (New York) 
Broker’s commission and importer’s margin 


Selling price per unit 
United States manufactured price 


United States price advantage 
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EXAMPLE 5.—Men’s undershorts (20-308) 


Free on board (Japan) 
Insurance and freight 


Cost, insurance, and freight (New York) 
Broker’s commission and importer’s margin 


Price to wholesaler 
Wholesaler’s markup 


Price to retailer 
United States manufacturer’s price 


United States price advantage 


ExAMPLE 6.—Ladies’ broadcloth pajamas 


Free on board (Japan) 
Insurance and freight 


Cost, insurance, and freight (New York) 
Broker’s commission and importer’s margin 


Price to wholesaler 
United States manufacturer’s price 


United States price advantage 


It should be noted in passing that these examples were collected from a num- 
ber of importers of Japanese made-up goods with offices in New York City. 


Naturally, each of the companies interviewed had different methods for com- 
puting costs and conducting sales. These examples show, however, that Japanese 
textiles, whether fabrics or garments, do not enjoy competitive advantages ex- 
cept for a relatively few items in the United States market. 


Alleged depressive effects discounted 

When one considers the miniscule proportion of the huge American market 
that Japanese cotton textiles share, one wonders about the fuss and furor over 
this tiny portion. 

Domestic industry representatives explain that it is not so much the amount, 
but the depressive effect of imports that troubles them. They liken the impact 
of Japanese cotton imports to a pebble thrown into a pool of water. 

As far as the analogy is concerned, it is applicable: A pebble can make very 
little, if any, impact in the turbulent and tempestuous pool that is the American 
cotton textile industry. 

We repeat that Japanese imports are being used as a whipping boy for the ills 
of the domestic industry, that even if all imports were barred the industry would 
still be troubled with the problems that continue to harass them. Accordingly, 
we shall not recount here the very restricted items that can be imported into 
this country, or the very minor percentages of domestic production and consump- 
tion these few imports represent. 

We recall that, in testimony before the Canadian Tariff Board this spring 
on cotton textile exports of the United States to Canada, however, the Canadian 
industry complained that too often American mills overproduced and then 
dumped their surplus on the New York and other markets without too much 
regard for price. This, they contended, not only depressed United States prices 
but also Canadian prices. Since such vast quantities were involved, due to the 
long run economy of the domestic mills, these inventory clearance sales wreaked 
havoc all along the line. 

Since the imports from Japan are so inconsequential in quantity, whatever 
depressing effect they may have is insignificant compared to the results of over- 
production by our domestic mills. 
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When American manufacturers can benefit from the importation of Japanese 
imports, they have made purchases. These purchases have been rather small, 
except in fabrics where they are urgently needed to supplement their own pro- 
duction caused by a sudden increase or temporary demand that is not expected 
to repeat itself. In made-up goods, the Japanese are able to compete only in 
those areas in which fashion has little effect on sales. This leaves only low end 
products as the field of competition for Japanese imports. Most apparel and 
garment manufacturers also produce the very low end goods as a service to the 
customers who buy the better quality and more fashionable items. Many of these 
articles are promotional items used to encourage the sale of other merchandise. 

Perhaps it is not so strange that in many department stores Japanese items are 
used as “leaders” to lure in customers to whom they sell the better quality and 
higher priced American goods. This practice cannot be said to have a bad effect 
on domestic products. 

One practical and deleterious result of Japanese imports has nothing to do 
with the actual imports; rather, it is the illusionary bugaboo created by domestic 
industry spokesmen who are talking themselves into believing that these imports 
have consequences far beyond the realms of possibility and reality. Not until 
the domestic industry faces up to the real problems will constructive steps for 
a more healthy industry be taken. 


Salutary effects of imports 

We suggest that Japanese cotton textile imports have a salutary effect on the 
domestic industry, at least on that portion that is competitive with the imports. 

They keep prices competitive, so the consumer benefits. 

They force mills and management to become more efficient and to more skill- 
fully utilize the economies of mass production and technology. 

They encourage research, which results in new products and in new uses. 

They sometimes create new markets and find new customers, as in the case 
of certain types of gloves. 

They promote more attractive advertising, packaging, and merchandising 
of domestic items. 

They also enable Japan to earn the dollars with which to purchase United 
States agricultural commodities and manufactured products, and to remain an 
ally in the Pacific and a power in the free world. These aspects of trade with 
Japan will be detailed later in this submission. 


United States industry highly competitive 

Several years ago, Matthew J. Cuffe, president of the Textile Export Associa- 
tion, told the American Cotton Manufacturers Institute that “there are no 
mills in the world which can produce denims, percales, chambrays, vat-dyed 
twills and drills, corduroys, sheets, towels, and other items at prices equal to 
ours when quality factors are taken into consideration.” This statement re- 
mains true today. 

The domestic industry has greatly exaggerated the competitive ability of the 
Japaneese mills. No one in the world seriously questions the efficiency of 
the leading mills in the United States. This is even true of the marginal 
mills for most fabric constructions when it comes to competition with imports. 

To summarize this section, we quote from the concluding paragraphs of the 
United States Tariff Commission report to the Senate on its Resolution 236 
in the 85th Congress, which sustains our general observations and suggests 
that segments of the domestic industry alleging import injury have available 
to them the escape clause procedures to determine the validity of their appeal: 

“* * * Tt is clear that textile manufacturers in Japan do not have an 
‘across-the-board’ competitive advantage over the textile manufacturer in the 
United States. Such injury as may be caused or threatened by increased im- 
ports of textiles or textile manufactures from Japan—or any other country— 
is bound to be confined to a limited number of categories, most of which, 
experience has shown, will be narrow. Investigations of such instances of 
injury are, in the Commission’s opinion, best conducted on a selective basis as 
circumstances warrant. * * *” 


LIMITED FUTURE POTENTIAL OF JAPANESE INDUSTRY 


Future fears unfounded 

In spite of the tumult and the outcries, it is generally conceded that as a 
whole Japanese cotton textiles today represent but a small percentage of the 
total American markets. 
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The domestic producers emphasize, however, what they consider to be the 
potential threat of these Japanese cotton imports to the textile market of the 
future, leaving the impression that the capacity and the ability of the Japanese 
cotton industry is limitless. 

An examination of the underlying facts relating to the Japanese cotton 
textile industry’s potentials for future expansion, both as to exports and as 
to its own local (Japanese) markets, should allay such fears. 


Japan’s productive capacity 


The total number of spindles in place operated by the 144 companies of the 
Japanese cotton textile industry at the end of 1957 was 9,020,000. These 
spinning mills produced 1,138 million pounds of cotton yarn and 3,706 million 
square yards of cotton cloth on 392,000 looms. 

Of the 144 cotton spinning companies, 14 possessed more than 200,000 
spindles each, for 65.5 percent of the total for all Japan. Only one company 
had more than 500,000 spindles. By contrast, spinners with less than 10,000 
spindles represented only 2.4 percent of the total spindleage. 

Compared to the prewar situation, the ownership of cotton spinning equip- 
ment has been diversified considerably. In 1937, for example, 80 companies 
owned 12,385,000 spindles. Among these 80 companies, 8 owned more than 
500,000 spindles each, for 54 percent of the total. Only 10 companies owned 
less than 10,000 spindles each. The largest operator owned 1,623,000 spindles, 
while two others each owned more than a million spindles. 

The size of these Japanese operations is important, for it is the larger 
companies which manufacture for export, while the smaller ones produce for 
home (Japanese) consumption. 

Aside from cotton processing, a number of cotton spinners manufacture fibers 
other than cotton. This is particularly noticeable in the field of rayon spinning. 
Of a total of 2,950,000 rayon spindles registered under the textile equipment 
law, 1,627,000 spindles were owned by 47 cotton spinners. Under the law, 
though, spindles registered as cotton spindles cannot be used for rayon and 
vice versa. This is significant in any computation of the number of spindles 
available to cotton textile fabricators. 

Moreover, 12 of the 14 major companies with more than 200,000 spindles 
each also spin other fibers, such as wool, silk, and manmade synthetics. One 
company is also in the silk reeling business, while the larger spinners are active 
in the manufacture of manmade fibers. Hight of these are engaged in the pro- 
duction of rayon staple, another in the manufacture of rayon filament, still 
another in rock wool and glass fiber, and three in the making of varieties of the 
latest manmade fibers. 


Diversified ownership of mills 


During these hearings, from time to time, the observation was made that the 
major mills in Japan are owned and operated by a few wealthy individuals and 
families. It was suggested, therefore, that the profits from the cotton textile 
trade with the United States were restricted to the already rich, and that the 
“average” national failed to benefit materially from Japan’s textile exports to 
this country. 

While it is true in the United States and Europe that many of the mills are 
privately managed or owned by a few proprietors—and it was also true in Japan 
prior to the war—thousands of stockholders are now listed for these major 
enterprises. Moreover, in Japan the president and the other officers are elected by 
thousands of shareholders and serve as experts of management. The number 
of shares of stock owned by these officers, we are informed, is quite negligible 
compared to the total of shares outstanding. 

The latest information is that 384,618 stockholders own 566,980,000 shares 
issued by the so-called Big Ten Spinners of Japan. The face value of these 
shares is 50 yen or about 14 cents in our money, except for one spinner whose 
stock is valued at 100 yen a share, At the officie' exchange, 360 yen equals 
one United States dollar. 

Small stockholders owning less than 4,999 shares each represent 49 percent 
of all the ownership. 

Those owning a thousand or more shares but less than 5,000 number 100,921, 
representing 163,927,295 shares. 

Those owning 500 or more shares but less than a thousand number 138,154 
representing 81,764,757 shares. 

Those owning 100 or more shares but less than 500 number 118,800, repre- 
senting 30,978,398 shares. 
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Those owning less than a hundred shares each number 18,543, representing 
686,812 shares. 

It is our impression that the ownership of stock in textile companies is con- 
siderably more widespread in Japan than it is in the United States. Ac 
cordingly, the profits and the benefits resulting from the exportation of cotton 
textiles to America are distributed to a multitude of people, and not pocketed by 
a few, thereby contributing immeasurably to increases in the individual stand- 
ards of living for hundreds of thousands and possibly millions. 


Japan fifth in world industry ranking 


A survey by the International Federation of Cotton and Allied Textile In- 
dustries of the number of spindles controlled by the major cotton textile manu- 
facturing countries in July 1956 revealed the following world ranking: 

1. United Kingdom, with 28,152,000 spindles. 
. United States, with 23,183,000 spindles. 
. Soviet Russia, with 12,250,000 spindles. 
. India, with 12,068,000 spindles. 
. Japan, with 8,501,000 spindles. 
. Red China, with 6,290,000 spindles. 
. West Germany, with 5,954,000 spindles. 
. Italy, with 5,726,000 spindles. 
. France, with 5,547,000 spindles. 

Even ‘if the latest Japanese figure—9,020,000 spindles—is substituted for the 
listed 814 million spindles, Japan still ranks only fifth in the world, behind the 
United Kingdom, United States, Soviet Russia, and India. 

The productive capacity of a nation cannot be measured in terms of spindles 
in place. A more accurate picture is reflected in the number of hours the equip- 
ment is operated. In the United States and India, among others, many of the 
mills operate on a three-shift basis. Japan, on the other hand, operates her 
mills on a 2-shift schedule, while the United Kingdom operates only 1 shift 
a day. 

According to the survey cited above, the “working hours” (total operating 
hours divided by the actual spindles in place) per average spindle of the leading 
producing countries for the year ending July 1956 were as follows: 

. United States, with 5,792 hours. 

. India, with 5,602 hours. 

. Japan, with 4,025 hours. 

. West Germany, with 3,792 hours. 
5. France, with 3,325 hours. 
6. Italy, with 2,499 hours. 

7. United Kingdom, with 1,526 hours. 

Japan ranks third, by this standard of the “working hours” to which an aver- 
age spindle is put, behind the United States and India. 


Japan and foreign markets 

The All Japan Cotton Spinners Association concludes, following an intensive 
survey, that the Japanese cotton textile industry is less dependent on foreign 
markets than in prewar days. 

It points out that prewar exports of cotton cloth reached an all-time high of 
2.725 million square yards in 1935, and that the average in exports for the period 
1934 to 1936 was 2,671 million ata rs yards annually. In contrast, in the post- 
war period, exports have averaged about 1,250 million square yards a year, or 
less than half the prewar average. 

In 1957, when Japan was ranked first as the world’s exporter of cotton tex- 
tiles, the postwar high of 1,468 million square yards exported was attained. Even 
this record export was more than a billion square yards less than Japan’s prewar 
annual average. 

At the present time, 60 percent of Japan’s cotton cloth production is consumed 
by the home (Japanese) market. 

Part of this greatly increased consumption may be explained in terms of 
population increase, now up to 90 million. Another part of the explanation is 
in the steadily rising living standard and the national income. (During this 
period, the average per capita increase in the consumption of all goods was 2 
percent, while textile consumption increased by 28 percent in the urban areas 
and 13 percent in the rural regions.) Changing dress habits from the tradi- 
tional kimono to Western clothes, which utilize cotton fabrics, also help to ex- 
plain increased domestic demands. Lower prices on cotton goods resulting from 
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lower raw cotton costs and the improved quality of cotton textiles brought about 
by the development of new chemical finishing techniques, such as “wash and 
wear’ have contributed to the expanding local market, a market which will be 
exploited even more aggressively in the future by promotion and other activities. 

Greater concentration on the local market and less dependence on foreign 
outlets is the accepted trend of the Japanese cotton textile industry, a trend that 
should be most reassuring to those who have expressed fear regarding Japan 
as a threat to future American textile markets. 


Official restrictions on machinery~ 


To limit production, the Japanese Diet (Parliament) enacted legislation to 
restrict the quantity of equipment and machinery for the textile industry. 

The first statute, approved in August 1952, was to stop excessive competition 
“when it threatens serious damage in the smooth working” of trade, domestic 
and foreign, in specific industries in which small and medium enterprises were 
concentrated. Entitled the “Small and Medium Business Stabilization Law,” 
by 1956 its jurisdiction had been extended over 48 industries, including the cotton 
weaving industry. 

Small and medium businesses, employing less than 300, in which a “serious 
threat” to stability of the trade exists, are authorized to organize “adjustment 
associations” empowered to restrict production. The Ministry of International 
Trade and Industry (MITI) polices this legislation. 

The Federation of Japan Cotton and Staple Fiber Weavers Association was 
organized under authority of this statute. In the fall of 1954, its many members 
agreed upon two measures to assure stability in their industry: 

1. Weaving looms for cotton or spun-rayon cloth in the hands of association 
members were to be registered with the local “adjustment association.” 

2. No cloth made of cotton or spun rayon was to be woven on unregistered 
looms. 

In November 1954 MITI extended these regulations to nonasseciation 
members. 

Subsequently, the association dismantled and destroyed over 10,900 looms by 
the middle of 1957. No new equipment has been allowed to be registered, 
resulting in what amounts to a prohibition against new facilities. 


Restrictions on cotton-spinning equipment 

The restriction on cotton-spinning equipment was imposed in 1956, when the 
National Diet passed the textile industry equipment temporary adjustment 
law to “rationalize the textile industry by effecting regulation of the equipment 
of the textile industry in order to contribute to the development of normal 
export trade of textile products.” 

The background for this unusual measure indicates the desire on the part of 
both the Government and the industry to avoid situations in which the industry 
may force its production on either or both the domestic and foreign markets. 

In a country like Japan, where skilled labor is plentiful and the prospects for 
the textile industry look promising, capital investments for expansion of pro- 
ductive facilities attract investors. This type of investment is favored over 
those for heavy or chemical industries because the amount of capital required 
for textiles is considerably less. As investments for capital outlay increase, the 
productive capacities are also increased, creating a situation in which produc- 
tion may exceed demand. Any excessive surplus may cause disorder in the 
home or foreign markets. This legislation was placed on the books to cope with 
the problem, 

The rapid expansion of the Japanese textile industry in the postwar era, 
especially in 1950, required some checks on unreasonable increases in productive 
capacities. The textile industry equipment temporary adjustment law was the 
answer, providing checks on the increasing numbers of spinning equipment, spin- 
ning frames, and dyeing and finishing equipment (cloth tenter) for all fibers, 
including cotton yarn. 

The law has three main provisions that affect the cotton spinning industry: 

1, All cotton-spinning machinery must be registered with the Government 
pursuant to law. Spinning on unregistered equipment was made a crime. 

2. MITI was authorized to determine once a year whether additional equip- 
ment could be registered. In making the determination, the amount of existing 
equipment and the estimated demand and supply for textiles was to be con- 
sidered. 
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3. MITI was also authorized to order the dismantling or storing of equipment 
it considers in excess of overall needs. 

The law, which expires in 1960, controls the productive resources of the cotton 
textile industry and insures that any expansion will be in an orderly manner, 


Public policy favoring synthetics 


The planned development of the Japanese cotton textile industry in the future 
is severely restricted by the Government’s economic program. 

The Economic Planning Board issued in January 1956 a publication called the 
Five-Year Plan for Economic Independence, which blueprints the future of 
Japanese textiles. 

“As for textiles, natural fiber goods are to be emphasized for exports,” the 
Board declared, “whilst chemical and synthetic fibers will be increased in 
production to meet domestic demands. * * * Asa result, the ratio of consump- 
tion of natural fibers will be 6 to 4 in 1960, as compared with the ratio of 
7 to 8 in 1954, so contributing to the self-sufficiency of the fiber industry * * * 
in line with long-range trends in the world textile market and demands for a 
higher level of self-sufficiency in our country for the future, the production of 
artificial rayon and mixed rayon fabrics, such as acetate and other synthetic 
fibers, is to be expanded. The use of artificial rayon and mixed yarn fabrics, 
instead of natural fibers, is to be encouraged, thereby increasing the domestic 
consumption and export of artificial textile goods. Domestic consumption of 
natural fibers is to be gradually reduced and their exports are to be main- 
tained through improvements of quality and reduction in costs. In the branch 
of spinning and weaving of natural fibers, it is necessary to curtail equipment 
or convert to other fields, and, in this case, purchase of surplus facilities by 
the Government will be considered.” This announced policy favoring synthe- 
tics over cotton fibers makes it most apparent that the Government will not 
approve any program for the rapid or significant increase in the productive 
capabilities of the Japanese cotton industry. 


Prospects for future reassuring to Americans 


With Government restrictions on machinery and equipment to prevent ex- 
pansion and a Government policy of encouraging synthetics at the expense of 
such natural fibers as cotton, coupled with the decreasing dependence of the 
industry itself on foreign markets and comprehensive voluntary export con- 
trols, Americans need not fear that the future will bring any radical change 
in the export pattern to the United States and other markets. 



























































WAGES AND LABOR IN JAPAN’S COTTON TEXTILE INDUSTRY 





Relatively high wages paid 

The most bitterly denounced and feared aspect of the Japanese cotton tex- 
tile industry is that of wages and labor standards. Almost automatically 
repeated as the sole explanation for Japan’s ability to compete in foreign 
markets, the subject of wages and labor is also about the least understood 
facet of the Japanese industry. 

Because they are so susceptible to dramatic, emotional, and prejudicial 
appeals, accusations of cheap wages, unfair competition, sweatshop slavery, 
ecoolie labor, and exploited workers are utilized as scare words to prevent 
rational consideration of Japan’s competitive situation in the cotton export 
trade. 

Admittedly, Japanese wages are low by western standards, but they are 
the highest in the Orient and, in terms of respective economies, when fringe 
benefits and allowances are considered, the Japanese cotton textile worker is 
relatively “better off” in his own economy than the American worker is in his. 
Indeed, as conceded by the Textile Workers Union, American Federation of 
Labor-Congress of Industrial Organizations (AFL-CIO), Japanese export cot- 
ton textile workers are not “exploited” labor. 

Much misunderstanding comes from the direct comparison of “dollar” or 
monetary wages paid to the American and Japanese workers, a comparison 
that fails to take into consideration such important factors as the makeup of 
the labor force, fringe benefits, and the actual wages paid in terms of the 
Japanese economy. 

Low wages have been too easy and too convenient an argument to explain 
Japanese cotton textile imports, which—in turn—have been used as the scape- 
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goat to gloss over the more fundamental troubles of the domestic textile 
industry. 

Too little attention has been paid to the economic fact that wages are deter- 
mined largely by the social and economic circumstances of the nation involved. 


Japan’s population problem 

Three years ago, a special congressional study mission of the House Foreign 
Relations Committee noted that “Any analysis of Japan’s present difficulties, 
whether economic, political, social, or international, invariably traces back to a 
‘single fact: ‘too many people on too little land.’ At the end of the war terri- 
tory under Japan’s control was reduced by 52 percent, leaving it with an area 
equal to that of California. But only 17 percent of the land (about the area of 
Maine) is arable.” 

In terms of density, Japan ranks first among the nations of earth with 630.4 
persons per square mile. Our population density is only 57 persons per square 
mile. 

There are few natural resources available to Japan, for these islands are of 
voleaniec origin. Her basic needs, including food, must be imported to a large 
degree. The raw materials for her industries must also be brought in from 
other countries. 

To raise her national income—and, in turn, her wage levels—Japan must im- 
port increasing amounts of raw materials that her factories may convert into 
export commodities by utilizing her only major resource or asset—labor. Japan 
must trade to survive, and it is only through international commerce with the 
free world that she will be able to raise her standard of living. 


Competitive labor situation 


The Japanese cotton industry is endowed with plentiful sources of labor. 
The principal source is from the farms, for 60 percent of the families engaged 
in agriculture need to supplement their income by accepting other employment. 

Traditionally, the cotton spinning industry, which led in the industrialization 
of Japan, has been the source of employment for farm women. Most of these 
women have some knowledge and skill required for textile manufacturing, as 
most families historically augment their offseason income with such “side 
work” as reeling silk. 

Most of these women millhands are either or both trying to supplement family 
income or earning money for marriage expenses, while, at the same time, learn- 
ing such marriage arts as cooking, sewing, child care, etc. Of the 4,958 -women 
who answered a Ministry of Labor questionnaire, only 4 percent replied that they 
were the main bread winners in their respective families ; 41 percent responded 
that they were working to supplement family income; and 29.5 percent stated 
that they were working to prepare for marriage. 

The cotton-textile industry generally enjoys a reputation for excellent work- 
ing conditions among the entire population, as witness the 15 to 20 times as 
many applicants that apply for employment as there are job opportunities. 
Those with relatively high scholastic records are hired, since employment is 
usually based on recommendations made by the various high schools. 


Dormitory system 


A unique and distinguishing feature of the Japanese cotton-textile industry, 
which makes it difficult to compare wages and labor conditions with those in 
other countries, is its dormitory system. 

Over 70 percent of the women workers come from far-off communities. This 
reliance on women workers from farm communities resulted in the development 
of this dormitory system to provide living quarters and proper protection and 
guidance to girls where parental supervision was impossible. Wighty-six per- 
cent of the women workers in 1957 lived in company compounds, while 55 per- 
cent of the men also lived in company houses or dormitories. 

In prewar years this dormitory system was severely criticized by foreigners 
and Japanese alike as “caged labor” and “industrial slavery.” In those days 
there may have been abuses in the administration of the dormitory system, but 
today, with enlightened management, the living and employment conditions are 
so exemplary that there are always far more applicants than jobs available. 

A study released by the Primary Textile Institute of Canada in 1956, makes 
this commentary on the dormitory system: “By Japanese standards, this accom- 
modation is equal to, or better than, that known by the employees before they 
went to the mills, or to that they will have when they leave.” 
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Composition of labor force 


An All Japan Cotton Spinners Association report for 1957 reveals that 129,045 
workers are employed in the cotton spinning and weaving industry. About 
80 percent, or 103,251 workers, are women. About 20 percent, or 25,794, are male 
workers. This ratio of female to male workers is very high when compared to 
the 33.9 percent for all Japanese manufacturing industries and to the 66 percent 
in all textile industries. 

Coincidentally, in the United States too, there is a relative high proportion of 
women workers. According to the Bureau of Labor Statistics, 43 percent of all 
the employees in textile production, except for clothing, were female workers, 
compared to 26 percent for all manufacturing industries. 

The preponderance of women workers in Japanese cotton mills is explained 
partly by the fact that the work is relatively “light” and suited for women. 

It should be noted, however, that men and women are usually not engaged 
in the same type of employment. By operation of Japanese law, male ang female 
workers engaged in the same work are entitled to the same pay. 


Bmployment records 


Most of the women workers are selected from middle schools immediately after 
they have completed 9 years of compulsory education. 

Because there are so many more applicants than available jobs, mill employees 
can be carefully selected after physical and intelligence tests, investigations of 
family background and references, and social and aptitude tests. This exhaus- 
tive screening reduces the necessary training time for recruit-workers and also 
minimizes disciplinary and other problems. 

These women remain with the mills until they are married, when they 
retire from the labor force as is the Japanese custom. Accordingly, the length 
otf employment for women is considerably shorter than for men. 

The average number of years for employment for men in 1957 was 12 years 
1 month, while for women it was only 5 years. The average length of employment 
for both men and women combined was 6 years 9 months. The prewar average 
(1933-37) for women was 2 years 4 months. 

The average age for male workers was 35 years 5 months, while for women it 
was 21 years 8months. The average for all workers was 25 years 2 months. 

All of the Japanese cotton-mill workers, incidentally, have at least 9 years of 
compulsory education. 


Wage structure 


The much misunderstood and maligned Japanese cotton-textile industry wage 
structure is based upon rather complex of computation, especially in the light of 
western practices. The wage structure is composed of two main features: 
(1) the “basic wage” and (2) the “allowances.” Both the basic wage and 
the allowances must be taken into account in arriving at any proper evaluation 
of the Japanese wage scale. Also, dollar-to-dollar comparisons do not properly 
reflect the differences in the real wages of one country as against another. 

The basic wage is the amount which is paid to the worker for prescribed 
labor during designated hours. Generally, a dual system exists in that both 
“time wages” and “piece-rate wages” are paid. Time wages are classified into 
daily wages and monthly wages according to job descriptions. Wages on an 
hourly basis are almost unknown in the cotton-texile industry. 

The basic wage represents about 90 percent of the total wages, with the 
remaining 10 percent being paid in the form of allowances. Approximately 
80 percent of the basic wage is made up of piece-rate earnings. 

The time wage is computed on the basis of service tenure, age, educational 
background, experience, and type of work. The recent trend has been to divide 
work experience from the actual job description pay. 

The piece-rate wage is computed according to individual output and group 
production on a predetermined piece schedule. Established by collective bar- 
gaining by the labor uions, these rates are calculated on the basis of machine 
efficiency, number of machines allocated or workload per employee, type of 
product, spinning count, etc. Usually, there is a guaranteed minimum wage for 
piecework. 

The proportion of piecework wage earners to the total number of employees 
varies according to the different companies. The highest proportion is about 
60 percent and the lowest about 30 percent. 

These basic wages are increased automatically each year through periodic 
wage “promotions,” given usually once or twice u year except for the first year 
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when “promotions” are made every 3 to 4 months. These automatic “promo- 
tions” are based upon age and service years, and on the basis of the ability 
and the performance of the individual workers. 

Another vital feature which should not be overlooked is the payment of 
regular allowances to the workers. 

The main allowances are (1) “family allowances,’ which are governed by 
the number of dependents; (2) “housing allowances,” to assist in the paying 
of rent where workers do not live in company houses or dormitories; (3) 
“transportation allowances” to defray the costs of transportation to and from 
work; and (4) “regional allowances” to cover regional differences in the costs 
of living. 

Other alowances are for overtime and other circumstances when there needs to 
be an adjustment of wages for the workers. 


Substantial wage increases 


Monetary wage payments in the Japanese cotton spinning industry have 
increased substantially in the postwar years, and by 1955 they were higher 
than the average of all manufacturing industries in Japan for both men and 
women. 

In 1957, monetary wage payment average per hour was 163 yen for men and 
58 yen for women, as against 106 yen for men and 44 yen for women in all 
manufacturing industries. The average per hour wage for the cotton spinning 
industry is 54 percent and 32 percent higher than for all manufacturing indus- 
tries for men and women, respectively. 

These Japanese wages translated into United States dollar equivalents are 
45.2 cents per hour for men and 16.1 cents per hour for women in the cotton 
spinning industry, while for all manufacturing the wages are 29.3 cents per 
hour for men and 12.2 cents per hour for women (360 yen to $1). 


Average hourly wages, 1958-57 (cotton spinning industry) 














Male Female 
Yen Yen 
1953 108 59 
1954 137 55 
1955 140 56 
1956 162 61 
1957 163 58 








Source: Monthly Wage and Employment Survey, Japanese Ministry of Labor. 


Wages in the cotton-spinning industry in Japan from 1953 to 1957 increased 34 
percent for men and 22 percent for women in this 5-year period. These statistics 
readily reveal that the workers are receiving their share of the industry profits. 

The chart below shows the relationship of dividends to outlays for salaries and 
wages of the Big Ten spinners. Except for April 1958 when there is a slight 
decline because of the recession in Japan that seriously affected the cotton textile 
industry, the amount expended for the employees has been increasing over the 
years. 


Comparative statement—Dividends and expenditures for employees 


[In million yen] 















| April 1958 April 1957 April 1956 
Salaries, etc., in business expemses___.........-_.---.-.-------- 2, 479 2, 500 2,079 
Salaries, etc., in manufacturing costs__.............---.------ -| 13, 219 14, 375 12, 720 
Total (A)-._-- : 15, 698 16, 875 14, 799 
Dividends (B).__--. ‘ 2, 792 2, 990 2, 108 
(B) + (A) =percent-_ - + 7.8 18. 2 14,2 


Source: All Japan Cotton Spinners Association, 


According to the testimony of Solomon Barkin, director of research, Textile 
Workers Union of America, the American textile workers have not fared as 
well. Mr. Barkin stated that: 
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“Wages and conditions of work in the textile industry have historically been 
below the average for all manufacturing industries. However, during the 7% 
years of economic stagnation which the textile industry has undergone, the rela- 
tive position of textile workers has deteriorated badly. In 1947 the average 
straight-time hourly earnings of production workers in the basic textile industry 
were $1.007 compared to $1.198 for all factory production workers, a difference 
of 16 percent. Between 1947 and 1950, textile wages kept pace with the general 
rise in wages so the difference remained at 16 percent. However, by 1954 the 
gap had been widened to 26 percent as the average for all manufacturing rose to 
$1.76 while textile wages averaged $1.31. This gap has continued to widen, 
reaching 30 percent in March 1958, when basic textile workers averaged $1.45 
per hour compared to $2.06 for all factory workers.” 

While the data of the United States and Japanese cotton textile industries is 
not directly comparative, it is significant that the wage payments as compared 
with all manufacturing in their respective countries indicate that the Japanese 
cotton textile mill workers are paid relatively better in their economy than are 
the textile workers in our American economy. 

Even though in straight monetary comparison, the Japanese cotton textile 
wages may be far below those in the United States, they fare much better than 
do their American counterparts in our economy. This certainly makes the 
charges of “worker exploitation” seem farfetched. 


Bonuses and allowances 


In addition to their wages, the Japanese workers receive both bonuses and 
special allowances. 

It is almost a universal practice in Japan to award bonuses at least twice a 
year, in June and in December. Though called bonuses, in reality they are 
part and parcel of the regular wage structure, for they are always presented, 
even if the companies have to borrow in order to make the payments, as a matter 
of historic custom and moral obligation. 

In the postwar period, the labor unions have made a regular demand for special 
allowances above and beyond the semiannual bonuses. The bonus is for the work 
performed and the services rendered to the company by the worker. The special 
allowance is based on a sliding scale in proportion to the basic wage of the 
individual. 

These bonuses and special allowances amount at times to more than 3 months’ 
regular wages or 25 percent of the annual basic wages paid. 


Working conditions 


Fringe benefits are especially important nonwage payments in Japan. 

In 1957, the cotton-spinning industry estimated that the amount paid by its 
companies for these special fringe benefits, including legal welfare benefits, 
approximated one-fourth or 25 percent of the total payments made to their 
workers, and this total did not include bonuses and special allowances. If the 
legal welfare expenses required by law were deducted, this figure would 
approximate 18 percent. 

The standard working day is 7 hours and 45 minutes. The workweek is 6 
days. By law, mills may not operate more than two shifts a day. 

In addition to regular vacations, 10 to 13 days for special holidays, such as for 
year ends, New Year’s, bon festivals, and national holidays, are provided with 


y. 

The labor standard law requires the employer to allow 6 days annually for 
vacation with pay to employees who have been working for a year and have an 
attendance record of at least 80 percent. After the first year, vacation with pay 
must be given at the rate of 1 day for every year of employment, up to 20 days. 

The cotton-spinning companies on the whole are more generous with their 
vacations than the Government requires, especially for employees with long 
tenure. 

Special leaves for marriage, maternity, sickness, and funerals of relatives are 
also provided, with pay. Maternity leaves of 12 full weeks are granted. 


Retirement benefits 
Retirement except for special cases is mandatory at age 55. This early retire- 


ment age is to create employment for as many as possible in overcrowded 
Japan. 


In the industry, retirement allowances are equal to three and a half times the 
monthly wage at the time of retirement after 5 years of employment; 8.4 times 
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for 10 years; 15.9 times for 15 years; 24.8 times for 20 years; 37.3 times for 
25 years; and 55 times for 30 years. These allowances are not limited to man- 
agement personnel ; workers in the mills qualify on the same basis. 

In cases of retirement for personal reasons, severance allowances are rela- 
tively low, as it is assumed that the retiring party has another position to which 
he is transferring. After 5 years of employment, this severance allowance is 
1.8 times the monthly wage; after 10 years, about 6 times; and after 15 years, 
13 times. When 20 or more years of service are involved, retirement and sev- 
erance allowances are about the same. 

When women employees retire to be married, it is customary for most com- 
panies to provide them with an extra bonus for a wedding gift. An extra bonus 
also is usually provided the men who marry while employed. Other workers 
who earn or receive special recognition for their services or work are awarded 
special bonuses in addition to regular retirement allowances. Some retirement 
allowances range between ¥3,500,000 and ¥3,700,000 or about $10,000. 

It should be noted here that these retirement allowances are in addition to, 
and quite apart from, any Government pension or annuity. 


Extra Japanese fringe benefits 

Because of the unique dormitory system which is the core of the Japanese 
cotton textile industry labor situation, many special fringe benefits have de- 
veloped as a consequence that are almost unkown in other parts of the world. 


Dormitory 

Dormitory quarters are provided free of charge to unmarried men and wom- 
en. Part of a communal organization, the company provides such facilities as 
bath houses, recreation rooms, parlors, reading rooms, lecture rooms, libraries, 
radio, television, and music rooms, nonprofit stores and canteens, barber shops, 
and beauty parlors. 

Free motion pictures, drama plays, lectures, concerts, ete., are held to con- 
tribute to educational, cultural, and entertainment enrichment. 

Operated and governed by the workers themselves, the facilities are usually 
considerably more luxurious than those to which they were accustomed. Mini- 
mum company interference with maximum privacy is the keynote. 

Dormitories for men and women are separate and in different areas. Dis- 
ciplinary and morale problems are almost unknown. Esprit d’ corps is high. 


Company housing 

For workers with dependents, company houses with 3 to 5 rooms are provided 
at rentals far below the going rate. Utilities are provided free and company 
stores sell daily necessities for far below normal market prices. 


Food facilities 

Meals are provided for employees living in dormitories and lunch for all em- 
ployees. Meals are served in mess halls operated under careful supervision 
as to hygiene and diet, with dietitians and doctors in charge. Half the cost 
of the food plus facilities are paid by the company. Canteens and commis- 
saries are operated for the benefit of employees. 


Health facilities 

A modern, up-to-date, fully equipped infirmary or hospital on the company 
grounds with competent doctors and nurses, is ready to serve all employees and 
their dependents. These institutions include medical examination rooms, surgi- 
cal operating rooms, treatment rooms, dispensary, X-ray rooms, sick wards, etc., 
with services provided under health insurance plans. 


Bducational facilities 

Schools with standards equal to corresponding public schools are provided at 
nominal cost. Most of the classes are for women who desire to improve on 
their 9 year education minimum required by law and to learn the arts of home- 
making. 

For the gifted workers or the dependents of workers, some companies provide 
special subsidies for school expenses, grants for school supplies, and special 
recognition and even scholarships for honor students. 


Recreational facilities 
Athletic grounds, baseball diamonds, soccer fields, tennis, volleyball, and bas- 
ketball courts, and swimming pools are provided by most mills. Additional 














1644 PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


indoor facilities, such as gymnasiums, ping pong rooms, lecture halls, and “past- 
time” rooms, are also available. Company teams in various sports are sponsored, 

For those with cultural interests, clubs are organized for music, tea ceremony, 
flower arrangement, designing and sewing western and Japanese dresses, callig- 
raphy, painting, drama, and dancing. Comprehensive libraries are also 
maintained. 

Often companies provide resort homes in the mountains and at the seashores 
for their employees. 


Mutual-aid societies 


Most mills have organized a fraternal society to provide mutual aid in cases 
of special needs arising from emergencies, matrimony, maternity, sickness, 
injury, death, and other personal disasters. Although fees are collected from 
members based on their monthly income, company subsidies usually total more 
than the members’ contributions. 

Social-security programs 

Not only for dormitory workers but for all employees, the Japanese Government 
administers a social-welfare or security program. 

Patterned after those in the western nations, these comprehensive programs 
cover such contingencies as those relating to health and welfare matters and 


include insurance coverage for unemployment and on-the-job and off-the-job 
accidents. 


Health insurance 


In order to supplement the benefits provided by Government programs, most 
companies have organized their own health-insurance plans, with the worker 
contributions totaling about 6 percent of his income and the company paying 
about 60 percent of the premiums. Under the Government program, insurance 
costs are divided between the employer and employee. 

Workers and their dependents may be beneficiaries of this private health- 
insurance program, being entitled to free medical examinations, medication and 
medicines, surgical operations, hospitalization, etc. Benefits are also granted for 
work time lost because of medical requirements or death. 


Welfare annuity 


The Japanese Government has instituted a welfare-annuity program to protect 
the livelihood of the worker and his dependents when the worker cannot be gain- 
fully employed because of old age, disability, or death. The premium is 3 percent 
of the gross wage, divided equally between the employee and the employer. 

Employees or their dependents qualify for annuity payments at age 60 for 
men and 55 for women. Where the employer retires from the company without 
having had any of these benefits paid to him or his family, he receives an amount 
equivalent to the total contributions made in his name. 


Unemployment insurance 


Under Japan’s historic system of retaining workers on the job even at great 
loss and sacrifice to the companies during periods of economic depression and 
temporary close downs, worker security is a more meaningful reality than in 
most countries. 

Recently one of the major mills in Japan was forced to close its doors because 
of the severe economic depression. The management felt it would be necessary to 
keep the plant closed for a period of 1 year. Even though the workers would 
not be working for a whole year, they will receive 80 percent of their wages. 
Many other mills have curtailed their production, but the workers are paid at 
almost the same wages as if the plants were in full operation. 

Nevertheless, to protect against any contingency, the Government administers 
an unemployment-compensation program, to which the employer and the employee 
contribute equally to 1.6 percent of the gross monthly wage of the worker 
concerned. 

Coverage is for a minimum of 3 months, with the maximum dependent on the 
number of years of employment. Sixty percent of the daily wage at the time 
of last employment determines the benefit payment. 


Workers’ accident compensation 


This program too is administered by the Government to provide protection 
in the form of compensation, as authorized by the Labor Standards Act, to 
workers who are injured, become ill, disabled, or die because of their occupation. 
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The entire cost of this insurance is paid by the employers. In the cotton tex- 
tile industry, the premium is about 0.3 percent of the total wages paid, com- 
puted on the basis of the total amount of wages paid, multiplied by the insur- 
ance rate fixed for the industry. 

Types of benefits allowable under this accident insurance program include (1) 
all medical expenses, (2) compensation for time away from work, (3) disability 
payments, and (4) life insurance and funeral allowances. 


Unionization of Japanese cotton textile industry 


During the last months of World War II, the Japanese cotton mills were ‘ 
merged into 10 large combines by governmental directive. Within less than a 
year following the end of hostilities, these 10 companies were completely union- 
ized. As other spinning companies were organized, most of them were also 
unionized. 

By the end of 1957, over 90 percent of the cotton textile industry—and 99 per- 
cent of the spinning mills—was unionized by the aggressive, non-Communist 
Japan Federation of Textile Workers Union (JFTWU). 

There are 59 local unions in the cotton spinning industry, including the 10 
unions of the so-called Big Ten spinners, all affiliated with the JFTWU. The 
biggest industrial labor organization in Japan, its membership of some 330,000 
workers, embraces all of the Japanese textile industry, including wool, linen, 
man-made fibers, weaving, dyeing, and apparel making. It has been affiliated 
with the International Confederation of Free Trade Unions (ICFTU) since July 
1950 and with the International Federation of Textile Workers Associations 
since July 1951. The AFL-CIO is affiliated with the former and the Textile 
Workers Union of America with the latter. 

The union shop principle is recognized in all prevailing labor agreements in 
the Japanese cotton textile industry. Other rights of free trade unionism, such 
as wages, working conditions, union organizing, collective bargaining, grievance- 
settlement procedures, and welfare benefits are all covered in the labor contract. 

Industrywide collective bargaining negotiations are conducted with the All 
Japan Cotton Spinners Association. Since 1947, more than 10 disputes have been 
settled. Only last year the union won shorter hours for the entire industry 
through collective bargaining. 


United States contrast 


Roughly, 25 percent of the American textile workers are organized, while 
about 75 percent are organized in all manufacturing industries. In November 
1954—last figures available to us—unionization of workers covered 30,000 pro- 
ductions workers, or nearly 95 percent in New England. In the southeast, 50,000 
production workers, or about 16 percent were employed by mills with union 
contracts. About half of the workers in North Carolina, South Carolina, and 
Virginia who were under union contracts were in the larger mills employing 
more than a thousand workers, and 50 percent of these were employed by the 10 
largest mills. 

Since 1954, it is difficult to determine what has happened—especially in the 
light of the statement made by a union representative before this subcommittee 
in Washington. 

“Mr. BarkKIN. * * * Substandard wages we have indicated to you already. 
The gap has increased from 16 percent to approximately 30 percent. 

“Our paid holidays are smaller, our shift premiums are smaller, vacations 
with pay are smaller, our insurance and pension benefits are smaller than pre- 
vails in the rest of the industry. 

“It is rather interesting, gentlemen, that from 1941 to 1950 our union was 
able to maintain wage increases and benefit increases pretty much on a par with 
the rest of American industry. From 1951 on, it has been impossible to do so. 

“Senator Pastore. Why? 

“Mr. Barkin: Well, they have been destroying unions all over the place—tex- 
tile unions. They have prevented unionism; they have held up unionism; they 
have closed mills where unions have been; and, secondly, we have had to deal 
with a great many marginal plants, and the large profitable plants, which we 
list here in out text—if I may just say this, this industry just does not consist 
Solely of paupers among the employers; there are many very profitable com- 
panies, and we list them here. These companies have fought us, fought union- 
ization, and fought organization, and that has been documented for you in 
one of our exhibits.” 
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Labor conditions in the United States textile industry 


Most revealing is a comparison of labor conditions in the United States tex- 
tile industry. Again relying on the expert testimony of Solomon Barkin, director 
of research, Textile Workers Union of America, we find: 

“Supplementary economic benefits have assumed increasing importance to the 
welfare of workers throughout American industry since the war. The textile 
industry has lagged considerably behind the prevailing practice with respect to 
each of these provisions. 

“1. Paid holidays: While the bulk of all workers covered by collective-bargain- 
ing agreements receive at least 6 paid holidays and a substantial proportion 
receive 7 or more, 70 percent of the cotton textile workers and 58 percent of 
the synthetic textile workers have no paid holidays. In the wool yarn and 
fabric and dyeing and finishing divisions, most workers receive 6 or more holi- 
days but appreciable proportions reecive none (35 percent in the former and 
24 percent in the latter). 

“2. Shift premiums: Premiums of 5 cents per hour or 5 percent are the most 
common practices for second shifts in organized plants while textile workers 
generally receive no bonus for second shift work, except in the woolen and 
worsted division, where 44 percent receive no bonus and most of the rest receive 
5 cents or less. 

“The prevailing practice in all industries is to pay a third shift premium of 
over 5 cents per hour or over 5 percent. In the textile industry, 5 cents or less 
is the predominant differential, except in the wool yarn and fabric division 
which pays a premium of over 5 cents per hour for third-shift work in plants 
employing 49 percent of the production workers and 10 percent or more in an 
adidtional 9 percent of the plants. Even in the wool division, substantial por- 
tion of the workers receive no third-shift bonus (21 percent) of bonuses of 5 
cents or less (19 percent). 

“3. Paid vacations: The prevailing practice is for all plant workers to receive 
1 week after 1 year of service, 2 weeks or more after 5 years, and 3 weeks or 
more after 15 years. In the textile industry, most workers are eligible for 1 
week after 1 year and a maximum of 2 weeks after 5 years. However, substan- 
tial portions of the workers in this industry receive less: 4 to 8 percent are in 
plants with no provision for paid vacations and an additional 10 to 30 percent 
are in plants with less than 2 weeks’ vacation after 5 years. 

“4. Health, insurance, and pension plans: The proportion of textile workers 
covered by life and accidental death insurance are about the same as in all 
industries but textile benefits for hospitalization, surgical, and medical insur- 
ance is appreciably smaller than in other industries. Retirement pensions are 
provided for 10 to 17 percent of the workers in the cotton, synthetic, and wool 
divisions and 37 percent of the dyeing and finishing workers, compared to 50 
percent of the workers in all industries.” 

It is quite evident, even though the monetary wages on a direct comparison 
are much lower, the Japanese cotton spinning industry workers do not compare 
unfavorably with their American counterparts. In relation to each other’s re- 
spective economy, the American textile workers fare much worse. 


Labor productivity problems 


The most reliable measurement of actual labor differentials between the 
United States and Japan would be to secure comparisons of labor productivity 
in the Japanese and American cotton textile mills. Unfortunately, no such 
studies are available to our knowledge. 

Furthermore, such comparisons at best are difficult, if not impossible to make. 
To be accurate, such comparisons must include on an equal and constant basis 
the many factors which affect productivity, an impossible task considering that 
the size and efficiency of the mills, the methods for processing and the quality 
of the raw cotton, the machinery and other equipment, and the strength, skills, 
and ambitions of the workers undoubtedly will vary from factory to factory, 
let alone between countries. Beyond this, in order to reach an estimate of the 
competitive strength of the respective producers, it is necessary to know the 
effect upon prices of wage rates and living standards. 

An International Labor Organization investigation of the subject came to 
this conclusion : 

“The statistics of productivity and unit labor costs for different groups of 
countries presented * * * cannot be brought together to form a basis for syste- 
matic international comparisons of unit labor costs in the present-day textile 
industry. There is an obvious lack of comparability between various groups 
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of statistics * * * a problem of practical significance is whether the textile in- 
dustry in the low-wage countries produces at much lower unit labor costs than 
the textile industry in the high-wage countries at their respective present com- 
binations of wages and productivity. The answer to this problem can only 
be obtained by systematic investigations into relative productivity of the in- 
dustry in both low-wage and: high-wage countries. Not until the results of 
such investigations are known will it be possible to compare differences in labor 
costs of textile production between the low-wage and the high-wage countries.” 


United Nations standard 


A study by the All Japan Cotton Spinners Association gives the following table 
as some indication of the labor productivity between United States mills and 
those of Japan, in relation to the United Nations standard mill of 50,000 spindles, 
based upon the necessary operative hours for a hundred pounds of production up 
to ring spinning (that is the method of spinning cotton and worsted roving into 
yarn): 


Operative hours per 100 pounds production (up to ring spinning) 
United Na- | 


tions stand- | United States} Japanese 
Yarn counts ard mill eotton mill | cotton mill 


(50,000 
spindles) 





Note.—The statistics for the United Nations standard mill are taken from United Nations: ‘‘Labor Pro- 
ductivity of the Cotton Textile Industry in 5 Latin American Countries,’’ 1951, covering 12 standard mills— 
modern spinning mills. The figures for the United States cotton mill are based on the Anglo-American 
Council on Productivity: ‘‘Productivity Team Report on Cotton Spinning,’ Mareh 1950. Presumably, 
American productivity has increased in the past 7 years. The figures for the Japanese cotton mill consti- 
tute the average of actual production figures of the Big Ten spinners for February 1957. The productivity 
of these spinners is considered to be the highest among the Japanese mills, 


If we compare these statistics, there is no doubt that the Japanese cotton 
mills must contend with the higher labor productivity of the United States 
mills and the United Nations Standard Mill. And, if this comparison of cotton 
processing up to ring spinning is projected to other stages of cotton manufac- 
turing, such as winding, weaving preparation, weaving, etc., the gap between the 
mills of the United States and Japan would unquestionably increase. This de- 
monstrable gap, by the way, exists even though the Japanese cotton textile indus- 
try has modernized greatly its processing of cotton up to ring spinning. In the 
later stages of production, this modernization has not proceeded at the same 
rate as in the earlier stages. 


Labor is one of many costs 


Whether a product is competitive or not is dependent on many factors. The 
United States Tariff Commission in its study, Postwar Developments in Japan's 
Foreign Trade, published in 1958, has this to say about Japan’s other costs: 

“Various elements of cost: Japan’s export prices are determined largely by 
the aggregate of costs involved in producing the respective articles. In addition 
to labor costs, to be discussed later, exporters encounter a variety of production 
expenses, including raw-materials costs, capital costs, expenditures for power, 
administrative overhead, and selling expenses. Many of these expenses are 
higher in Japan than in most western industrial countries. 

“The dearth of indigenous raw materials plays an important, and often de- 
cisive, role in determining what export industries Japan can feasibly develop. 
The necessity of importing the bulk of its industrial raw materials precludes 
Japan from undertaking to compete in some lines; in Other lines, where suc- 
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cessful competition appears to be possible, it tends to limit production to articles 
in which raw materials account for only a small share of total costs. Export 
industries that use imported raw materials—e. g., iron ore, bauxite, lead, Salt, 
and petroleum—are generally confronted with higher acquisition costs for such 
materials than their competitors in major exporting countries. Japan is espe- 
cially handicapped, moreover, because of its remoteness from the major indus- 
trial markets of the world; the burden of transportation costs, before and after 
processing, can be borne only by selected commodities. 

“Capital is scarcer in Japan than in most western industrial countries. This 
scarcity is manifest in high interest rates and in the underutilization of proc- 
esses requiring capital equipment. The cost of borrowing capital by commercial 
and industrial enterprises is considerably more burdensome in Japan than, for 
example, in the United States. During 1956, the rediscount rate by the Bank 
of Japan for advances to commercial banks averaged more than 8 percent. The 
comparable rate to member banks of the Federal Reserve System in the United 
States was about 2% percent. Rates for commercial and industrial borrowing, 
either through loans by commercial banks or through the issue of securities on 
the capital market, are also correspondingly higher in Japan. 

“The general underutilization of capital in Japanese industries is reflected 
in substantial degree by the dominance of small establishments among manufac- 
turing enterprises. The preponderant share of Japan’s manufacturing establish- 
ments have fewer than 30 employees; 57 percent have fewer than 3 workers, 
and an additional 37 percent, fewer than 30. Less than one-half of 1 percent 
of Japan’s manufacturing enterprises employ 300 or more workers. The organ- 
ization of production in prevailingly small establishments limits materially ex- 
tensive utilization of the specialized capital equipment and of the highly 
mechanized operations ordinarily associated with large-scale output. Even in 
the cotton textile industry, where modern technology and large-scale production 
are more prevalent than in most Japanese industries, large establishments are 
less characteristic than in the United States. In the production of gingham 
during 1956, for example, more than 500 weaving establishments in Japan pro- 
duced only about half as much yardage as was produced by 21 firms in the 
United States. A few of the Japanese gingham mills were large and utilized 
the most modern equipment; at the other end of the scale were numerous small 
units employing 1 or 2 workers. Before the World War II, the capital invest- 
ment per worker in the larger of Japan’s weaving establishments was some 4 
times as great as that in the smaller, and the productivity per worker was about 
3% times as great. 

“Although since World War II Japan has added materially to its facilities 
for producing electrical power, it is still confronted with a power shortage, and 
costs of electrical energy are high. Depending upon the industry for which the 
comparison is made and on its location, industrial establishments in Japan 
pay from 50 percent to 600 percent more per kilowatt-hour than do comparable 
establishments in the United States. 

“Comparisons of other costs in the manufacture and exportation of products 
from Japan are lacking. Perhaps the principal disadvantage to Japanese pro- 
ducers not thus far mentioned is the expense of transportation to major export 
markets, particularly those in which the Japanese goods compete with articles of 
domestic origin. Because of the multiplicity of articles involved and the varying 
relation of freight costs to ultimate selling prices, no generalization concerning 
the resulting net impact on Japan’s export trade is possible.” 


Joint committee report 


Perhaps it is noteworthy that the Joint (House and Senate) Committee on 
the Economic Report on Foreign*Economic Policy of the Congress of the United 
States, in a report dated January 5, 1956, did not consider the accurate assess- 
ment of real costs and labor productivity to be very important. That unanimous 
report of the joint committee declared : 

“Tariff policy cannot be based on international real cost comparisons and 
should not even if they could be obtained. ‘There is no meaningful way to com- 
pare real costs (inputs of labor and materials) from one country to another, 
for it is prices, not real costs, that influence trade. Nor is the concept of average 
cost levels for a whole country either measurable or useful. Although trade 
actually depends upon price comparisons, these are relatively relatively easy to 
alter through variation in exchange rates, subsidies, and the normal disparity 
which may exist at one time between prices and long-run money costs. Al- 
though the price of a commodity entering international trade can be and is 
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translated through an exchange rate, it is fallacious to compare internal money 
eosts in different countries through the use of exchange rates. For example, 
the components of living costs in different countries vary not only in relative 
prices but in proportional importance to local living standards. 

“The test of acceptability of foreign imports cannot be in terms of the absolute 
technical efficiency of their production, even if it could be measured. The market 
mechanism for allocating resources, which is the basis of a free economy, is a 
more logical guide. It operates by a principle that we can concentrate on pro- 
ducing those items in which we have the greatest relative advantage and leaves to 
trade the acquisition of those items in which we have a comparative disadvan- 
tage. Departures from the automatic operation of this principle of economic 
efficiency cost us some of our economic well-being, and have been acceptable to 
people who understand these principles only because we do not live in a world 
truly at peace. Surrendering some trade freedom and hence maximum eco- 
nomic advantage has been necessary in a divided world.” 


Wage differentials no bar to trade 


“Low-wage countries and high-wage countries are not barred from carrying 
on mutually beneficial trade. This is because wages are only one element in 
total money costs, and money costs or prices must be compared through an ex- 
change rate which is subject to adjustment. Further, low wages do not neces- 
sarily mean cheap labor cost per unit of output, for low wages are generally a 
sign of low productivity. Relatively plentiful labor is paid low wages, but 
usually produces so little per capita output that the price of a final product 
is just as likely to be higher as it is lower than the product price in a high-wage 
country. But low-wage countries do tend to have a comparative advantage in 
the production of goods which require much labor, while high-wage countries 
have a comparative advantage in the production of goods which require 
a higher proportion of capital or material resources in their manufacture. Ab- 
solute advantage in all lines of production is not found in practice and is 
meaningless as a concept. Low wages abroad tend to limit trade, however, 
because they usually imply little purchasing power for imports.” 


Wages not sole consideration 


Wages alone are not the sole or even paramount factor. 

It might be noted that if cheap wages were the only criterion for trade 
with the United States, India, Hong Kong, and many other countries and areas 
would be able to export to our country considerably greater quantities than 
Japan, for of all the Asian nations Japan has the highest standard of living 
by far and her workmen are paid the highest wages of all. 

Moreover, if wages alone were crucial, how does one account for the fact 
that in 1955 Japan’s postwar high total cotton fabrics exports to this country 
equalled less than 1.24 percent of our total domestic production of cotton textiles, 
while at the same time we were shipping to neighboring Canada that same 
year an amount equal to approximately 60 percent of her total cotton textile 
production. 

Actually, if wages paid to cotton textile workers were the primary considera- 
tion determining export potential, then the Canadian cotton textile industry 
should be a major exporter of cotton goods to the United States. 

The differential in wages between these two neighboring countries should be 
enough to allow Canadian cotton textiles to enter the United States market as a 
major exporter. However, this is far from the fact. At the same time, it is 
conceded that the United States, with the highest wage levels in the world, is a 
major exporting nation in manufactured articles, including textiles. Wages, 
then, are only one of many factors in trade relations. 

While it is true that Japanese workers have less purchasing power than do 
American workers, the fact that our imports of Japanese textiles constitutes 
one of Japan’s most important sources for dollar earnings cannot be ignored. 
Low as Japanese wages may be, it is still sufficient to generate strong enough 
demands to constitute Japan as America’s usual best customer for all our 
agricultural products and our first, second, or third overall best customer for 
all our exports. In this context, we must remember that the “poorely paid” 
Japanese cotton textile worker must pay for his imported-from-the-United States 
wheat, rice, barley, tobacco, corn, soy beans, etc., by selling to us the products 
of his mills and looms. 
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ORDERLY MARKETING PRACTICES 


Background of voluntary export quotas 


Japanese cotton textile manufacturers, as well as their government, are 
realists. They recognize the desperate necessity for Japan to trade, for trade 
she must in order to survive. They prefer to trade with the nations of the 
free world, and especially with the United States, even though the transportation 
expenses for raw materials from this country increase the costs of production 
substantially when contrasted to the importation of resources from the nearby 
Asia mainland. 

If Japan is to continue to buy so much from the United States, she must sell 
in the American markets to earn dollar exchange. At the same time, the 
Japanese are aware that this market offers a potentially stable and relatively 
profitable outlet for her many exports, including cotton textiles. Accordingly, 
the Japanese are developing, and have developed, procedures for orderly 
marketing in order to avoid the denial of this market to her exports now and 
in the future. 

Japan has initiated orderly marketing practices abroad in good faith, promul- 
gating these unprecedented demonstrations of international self-restraint and 
self-denial in the hope that the minimum export required for her subsistence as 
a free nation in a rapidly expanding economy will be accepted by her fellow 
members in the community of free peoples. 

The case of Japanese cotton textile exports to this country is in point. It 
was the first of the so-called voluntary export quotas imposed by the Government 
on an export industry. 


Reasons for voluntary export quota 


Starting January 1, 1956, the Japanese cotton textile industry accepted what 
has been described as voluntary self-restraint quotas on cotton textile exports 
to the United States. 

There has been much speculation as to the basic motivation for these voluntary 
controls, but as importers of Japanese textiles we are convinced that the ex- 
planation offered by Kojiro Abe, chairman of the All Japan Cotton Spinners 
Association, speaking not only for his own association but also the Japan Cotton 
Weavers Association, the Japan Cotton Textile Exporters Association, and the 
Japan Textile Products Exporters Association, to the so-called Boggs sub- 
committee of the House Committee on Ways and Means, on Customs, Tariffs, 
and Reciprocal Trade Agreements, December 1956 in Tokyo, expresses the 
general sentiments of the Japanese industry. 

In his statement Chairman Abe declared : 

‘While much has been said and inferred about the so-called voluntary quotas 
imposed by the Japanese textile industry early this year, may I state unequivo- 
cally on behalf of the four associations (All Japan Cotton Spinners Association, 
Japan Cotton Weavers Association, Japan Cotton Textile Exporters Association, 
and the Japan Textile Products Exporters Association) that the underlying in- 
spiration as far as many of us were concerned was our regard for the mainte- 
nance of cordial Japanese-American relations. It is conceded, of course, that 
the clamor and demand for legislative and administrative restrictions on the 
part of the American industry disturbed many of our members who, quite hon- 
estly, could not understand the urgency or necessity for such outcries. We could 
not comprehend the apprehension of the United States cotton manufacturers 
because, overall, Japan purchases 4 to 5 times as much raw cotton as we export 
to the United States in finished or processed goods and because our cotton cloth 
exports to the United States, for instance, amount to less than 1% percent of 
the American production. 

“On the other hand, it should be known that the Japanese Government, fearful 
that the mounting vociferousness of the American textile industry would seri- 
ously endanger international good will between our two nations, urged our 
industry to take voluntary measures of self-restraint, even at great sacrifice to 
ourselves, in order to maintain our good relations. 

“Because our industry has consistently been pro-United States in our attitude, 
probably more so than any other Japanese industry, we agreed to our Govern- 
ment’s suggestion and adopted what have come to be known as voluntary quotas. 

“We did this, not as an admission of the validity of the charges made against 
us but in the spirit that even though our own industry might suffer materially, 
the international friendship and comity involved between our two nations 
transcended the problems of any single industry, no matter how vital to Japan. 
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“Though there may be a tendency in the United States to accept these adjust- 
ment measures with cynicism, may I assure you again that these so-called volun- 
tary quotas were adopted in good faith, at great sacrifice and hardship to both 
management and industry. Proof of our good faith is indicated in our specific 
procedures and program to implement the provisions of these self-restraint 
measures.” 

The voluntary quotas imposed in 1956 limited the overall shipments of cotton 
fabrics to 150 million square yards, with specific quotas for such individual items 
as print cloth (20 million square yards), velveteens (5 million square yards), 
gingham (70 million square yards), blouses (1,500,000 dozen), and other articles 
like sports shirts, damask table cloths, and shorts. 


Continued agitation against imports 


Even though these voluntary restrictions were imposed with considerable 
sacrifice to bring about better Japanese-American understanding and coopera- 
tion, the American cotton manufacturers continued their unrelenting attack 
against Japanese cotton textile imports. Some cynics might have interpreted 
these Japanese controls as a sign of weakness or an admission of guilt; at any 
rate, it seemed to many of us importers that the announcement of these volun- 
tary quotas seemed to be the signal for our domestic industry to accelerate 
their demands for protection, rather than acceptance of a good will gesture in 
the spirit in which it was made. 

Representatives of domestic industry bombarded the Congress with demands 
for mandatory import quotas against Japanese textiles in violation of our 
expressed foreign trade policy. They also filed numerous petitions with the 
United States Tariff Commission under section 7, of the Trade Agreements 
Extension Act of 1955, requesting escape-clause relief for domestic gingham, 
blouse, pillowcase, and velveteen industries; demanded recommendations by 
the Secretary of Agriculture, under section 22 of the Agricultural Adjustment 
Act of 1935, to the President for the imposition of quotas on cotton textile im- 
ports; organized boycott movements against the purchase of Japanese textiles 
in a number of communities; and attempted to extend discriminatory Japanese 
textile sign laws from South Carolina and Alabama to other States, including 
Georgia, Louisiana, Connecticut, and Rhode Island. 

Because of these inspired pressures and a seemingly deteriorating situation in 
trade relations between Japan and the United States, discussions were held 
between the United States and Japanese Governments. Through the negotia- 
tions carried on by these intergovernmental conversations, a decision was 
reached that these voluntary quotas should be extended. The announcement 
of the decision was made by the Japanese Government-sponsored Japan Textile 
Export Council, in the foliowing public statement : 


Export quota announcement 


“On September 27, 1956, the export council decided on its basic policy in 
regard to the voluntary adjustment measures for cotton textile exports to the 
United States to be made effective from January 1, 1957. 

“In accordance with this policy, the council thereafter continued its study 
of the substance of the measures to be adopted, while at the same time the 
Japanese Government conducted frank exchanges of views with the United 
States Government with a view to reflecting American desires in the substances 
of these measures and thereby securing their effectivness. Accordingly, in for- 
mulating the draft of the present measures, the views and desires of the United 
States side were fully taken into consideration. 

“The export council today deliberated upon and adopted the conclusions 
reached as a result of the above study. The voluntary adjustment measures to 
be put into effect at the risk of great hardships and sacrifices on the part of 
the Japanese industry are aimed at eliminating apprehensions held by the Ameri- 
can industry toward the importation of Japanese cotton textiles and thereby 
preventing movements against the import of such goods, especially the ma- 
terialization of these movements in the form of increased tariffs, discrimina- 
tory State legislation and restrictive import legislation, and at maintaining and 
developing amicable trade relations between Japan and the United States. 

“For the foregoing reason, the present voluntary control measures are based 
on the condition that the United States Government would take all feasible steps 
to solve the problem of discriminatory State textile legislation and to prevent 
further restrictive action with regard to the importation of Japanese textiles 
into the United States. 
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“The gist of the measures decided upon with respect to exports to the United 
States is as follows: 

“(1) The overall limit for Japanese exports of cotton textiles to the United 
States shall be 235 million square yards annually, of which the limits for cotton 
eloth and cotton made-up goods shall be 113 million and 122 million square 
yards respectively. 

“(2) As to cotton cloth, with a view to avoiding excessive concentration on 
any particular item, specific limits shall be established for velveteens, ginghams, 
combed yarn fabrics, etc. For velveteens and ginghams the limits shall be 2.5 
million and 85 million square yards respectively both for 1957 and 1958, and 
the limit for combed yarn fabrics shall be 26 million square yards. 

“(3) With regards to the made-up goods, specific limits for pillowcases, hand- 
kerchiefs, brassieres, T-shirts, ete., shall be established in addition to those 
limits already in effect for blouses, sport shirts, shorts, and damask table cloths. 

“(4) Exports from Japan to the United States of particular items shall be 
distributed equally by quarter as far as practicable and as necessary to meet 
seasonal demands. 

“(5) The program shall be of 5 year duration beginning 1957, subject, however, 
to an anual review.” 


Quota breakdown 

The overall quota for all Japanese cotton textile exports to the United States 
was limited to 235 million square yards, or less than 2% percent of the total 
American production of like textiles. 

The overall quantitative quota is subdivided into five major groups or cate- 
gories as follows: Square yards 


Group I. Cotton cloth 

Group II. Made-up goods, usually included in United States cotton 
broadwoven goods production 

Group III. Woven apparel 71, 000, 000 

Group IV. Knit goods 12, 000, 000 

Group V. Miscellaneous cotton textiles 9, 000, 000 


Within the group I, cotton cloth, category specific quotas were set for ginghams 
(35 million square yards), velveteens (2,500,000 square yards), and other fabrics 
(75,500 square yards). The gingham and velveteen quotas are effective for 
2 years—1957 to 1958. 

Within the other-fabrics limitation, specific quotas were set for sheeting (50 
million square yards), shirtings, 80 x 80 type (20 million square yards), other 
shirtings (43 million square yards), twill and sateen (39 million square yards), 
poplin (25 million square yards), yarn dyed fabrics (24 million square yards), 
and other fabrics (44 million square yards). In this category, the total exports 
of fabrics made from comb warp and filling are not to exceed 26 million yards. 

Within the group II, made-up goods usually included in the United States cot- 
ton broad woven, category specific quotas were established for pillowcases—plain 
(400,000 dozen), dish towels (800,000 dozen), handkerchiefs (1,200,000 dozen), 
table damask (value of $3,720,000, or an estimated 468,000 dozen sets), and 
other items (1,875,000 pounds, based on a conversion basis of 4.6 yards to 1 
pound of cotton). 

Within the group III, woven apparel, category specific quotas are designated 
for blouses (1,500,000 dozen), sport shirts (750,000 dozen), dress and work shirts 
(300,000 dozen), brassieres and other body supporting garments (600,000 dozen), 
shorts and trousers (600,000 dozen), and other woven apparel (2,321,000 pounds). 

Within the group IV, knit goods, category specific quotas are listed for men’s 
and boys’ T-shirts (short sleeve, white, no button, no collar, usually round neck, 
sometimes V-neck, comonly called marukubi shirt in Japan) (500,000 dozen), 
gloves and mittens (450,000 dozen), and other knit goods (1,477,000 pounds). 

Within the group V, miscellaneous cotton textiles, category no specific quotas 
are established, but the principle of diversification and avoidance of excessive 
concentration on any particular item was recognized. Cotton floor coverings, 
fish nets and netting, cotton thread, etc., are included in this classification. 

The Japanese, furthermore, agreed that with respect to made-up goods no 
specific quota would be established, but that the Japanese Government will 
consult with the United States Government to determine appropriate courses 
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of action whenever it appears that there is “developing an excessive concentra- 
tion of exports in a particular item, or if there are other problems (e. g., possi- 
ble problems resulting from excessive concentration of exports of end items 
made from a particular type of fabric, such as the use of gingham in the 
eee of an excessively large portion of exported blouses, sport shirts, 
etc.)”. 


Strictly Japanese articles included 


It amazes us that a number of items not produced in quantity, if at all, in the 
United States and articles that are strictly and traditionally Japanese in con- 
struction and use—if made of cotton—are included in the export quota. By 
their inclusion, the amount of cotton textiles that can be exported to this coun- 
try in competitive items is reduced. 

We refer to such articles that are actually exported to the United States as 
judo-gi, kimono, tabi, furoshiki, tenugui, fundoshi, noren, futon covers, koshi- 
maki, haramaki, etc. 

We fail to understand why the domestic cotton industry insists upon the 
inclusion of such specialty, noncompetitive commodities in the quota allocations. 


Operation of voluntary export quotas 


The administration of the voluntary export quota system is supervised by 
the Japan Cotton Textile Exporters Association, whose membership exports over 
90 percent of all cotton fabrics sent to this country, as far as cotton fabric 
exports are concerned, and by the Japan Textile Products Exporters Associ- 
ation, whose membership exports nearly all of the cotton made-up goods, as 
far as these made-up items are concerned. 

These associations are responsible for determining the quota allocations for 
each exporters. They are, accordingly, in a strategic position to enforce the 
intent of the voluntary textile agreement. The relatively few exporters who 
do not belong to these organizations are controlled by MITI, which enforces the 
voluntary quotas by authority of the export-import transaction law. 

The regulations drawn up by the Japan Cotton Textile Exporters Association 
may be summarized as follows: 

1. Coverage: All cotton fabrics exported to the United States. 

2. Determination of quotas: 

(a) An overall annual quota is established for all cotton fabrics exported to 
the United States. This annual quota is then divided into quarterly quotas. 

(b) Within the annual and quarterly quotas, separate quotas are estab- 
lished for print cloth, gingham, velveteen, poplin, twill, sateen, sheetings, and 
others. 

(c) Individual quotas are determined by the following formula: The per- 
centage of export performance of each individual exporter is measured against 
the total performance of all members during the base 24-year period from 
January 1, 1953 to June 30, 1955. This percentage figure for the individual 
exporter is multiplied by 70 percent of the overall quota on an annual or 
quarterly basis. The computed figure is the quota limit that is assigned the 
individual exporter. 

(d) The balance of 30 percent (100 percent minus 70 percent of the quota 
assigned to the individual exporters) of the Overall quota is set aside as a 
reserve for potential exports of new or unspecified items for which demand 
may develop. 

(e) Transshipments through third countries are prohibited and violators are 
subject to expulsion from the association and the loss of any quota allocation 
made to them as individual exporters. 

8. Administration of quotas: 

(a) Any member who completes an export contract for sale of cotton fabrics 
to the United States must report the contents of his contract to the association. 

(b) The member exporter is also required to submit his application for export 
approval to MITI, under the provisions of the export trade control ordinance. 
The application to MITI is also submitted to the association for checks against 
any discrepancy between the application and the report made to the association, 

(c) The member exporter is required to submit copies of all shipping docu- 
ments to the association within 7 days after the actual shipment is made. 

In a general way, the export quota administration of the Japan Textile Products 
Exporters Association is comparable to that of the Japan Cotton Textile 
Exporters Association, described above. This association not only cooperates 
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in limiting exports under the voluntary quotas but its members voluntarily 
impose a number of special regulations pertaining to quality, price, terms, and 
conditions of sale, prevention of design copying and other export matters. 


Transshipments discouraged 


Both the Japan Cotton Textile Exporters Association and the Japan Textile 
Products Exporters Association are aware that transshipments may well result 
in such circumvention of the voluntary quota restrictions that United States 
industry leaders may charge them with bad faith in establishing these controls, 
They are informed of the comments of domestic textile leaders and of the trade 
press relating to this subject. 

Both associations have strong provisions against transshipments through third 
countries in their regulations. The violators are subject to expulsion from the 
association, which is tantamount to the loss of quota allocations. 

The enforcement of the prohibition against transshipment is extremely difficult, 
especially since the importer is under no obligation to observe the quotas imposed 
by the exporters. Nevertheless, the Japanese control associations are doing 
everything possible to prevent transshipments. They have stopped shipments 
of certain goods to such well-known transshipment points as Hong Kong. They 
have investigated every case of alleged transshipment carefully and honestly, 
They have even requested the cooperation of our Treasury and Commerce Depart- 
ments to prevent this practice. They have established special quotas for the 
whole world for the express purpose of preventing transshipments into the United 
States. 


Program to prevent transshipments through third countries 


Illustrative of the sincerity of the Japanese in trying to discourage and prevent 
transshipments may be seen in the procedures set up to stop transshipments to 
this country through such third countries. 

The Japan Cotton Textile Exporters Association describes their procedure 
thusly, after stating that its purpose is to prevent cotton textiles exported to other 
countries from being transshipped to the United States in violation of the spirit 
of the voluntary quotas: 

Before shipment.—(a) When cotton textiles are to be exported to Central and 
South America, for example, members are required to present their export con- 
tract report to the association, prior to submission to MITI. This report is to be 
checked by the merchandise surveying committee for Central and South America. 

(6b) The exporter must furnish proof that the items in question will not be 
transshipped to the United States when his shipments include— 

(1) All cotton cloth exports to Central and South America shipped via the 
United States. 

(2) All cotton cloth exported directly to these countries which are in great 
demand in the United States and cloth which is suspected of possible trans- 
shipment to the United States by the merchandise surveying committee for 
Central and South America. 

(c) The committee shall investigate and study all reports. It is empowered 
to determine (1) whether the fabrics in question may enter the United States 
through transshipment, or (2) whether additional documentary evidence and 
other information are needed to assure that no transshipment will take place. 

(d) If it is decided that additional documents and information are required, 
the exporter must present such documents as requested by the association before 
his application for export license is presented to MITTI. 

(e) Certificates of customs clearance issued by the importing country, includ- 
ing the certificate of reexport when involved, must be submitted to the associa- 
tion within a prescribed period. To signify his good faith, the exporter of sus- 
pected shipments must deposit a guaranty bond with the association prior to his 
application for an export license, as security for his promise to furnish the 
requested documents. 

After shipment.—The association checks all invoices and makes certain that 
shipments have been made in conformity with the issued export license. 

Penalty.—Violators are subject to a fine equivalent to 5 percent of the export 
value (F. O. B.), as described in the application for export license. They may 
also be expelled from the association. 

Pxperience thus far indicates that importers as a rule have cooperated with 
the Japanese exporters to prevent transshipments of nonquota textiles to the 
United States. But, it is evident that the Japanese Government and industry 
are fully aware of the necessity to stop improper transshipments and are meet- 
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ing the challenge in an unprecedented manner which denotes their good faith 
in the matter. 


United States industry spokesmen hail export quota 


Keeping in mind that leaders of the domestic cotton textile industry advised 
our Government officials on suggestions to be made to the Japanese Government 
as to the quantitative limitations for the various categories and items within 
the categories, and cognizant of what industry spokesmen are now saying in 
relation to this same program, it may be worth while to recall a few of the state- 
ments made at the time this voluntary export quota was announced. 

Seabury Stanton, chairman of the executive board of Berkshire Hathaway, 
Inc., is quoted in the trade journal Daily News Record for January 17, 1957, as 
hailing the announced arrangements and summarzing the sentiment and judgment 
of the industry as follows: 

“The establishment of quotas on Japanese cotton textile exports, resulting 
from the negotiations which have been proceeding between the Japanese and 
United States Governments for the past several months, is a constructive approach 
to the solution of low-cost foreign imports. 

“Not only is an overall yardage established, but quotas are agreed upon, limit- 
ing concentration in individual fabrics and diversifying imports so that the 
market for on one type of goods will not be unduly affected. 

“The 5-year commitment, which provides a definite knowledge as to the yard- 
age of low-cost goods, item by item, which can be exported each year from Japan 
to the United States, will strengthen the market and permit all branches of the 
cotton textile industry to operate with confidence. 

“The fact that ceilings are established, not only for individual fabrics, but 
also for individual items of apparel and madeup goods, will remove the un- 
certainties which have been threatening the market, and stabilize merchandising 
at all levels.” 

We see significance in the fact that neither the American Cotton Manufacturers 
Institute (ACMI) nor the Northern Textile Association, in commenting on the 
imposition of these export quotas by Japan in the Daily News Record of Jan- 
uary 17, 1957, suggested in any way whatsoever that the voluntary restrictions 
were not welcome or that the overall, category, and item ceilings were too high. 

In fact, on the following day (January 18, 1957), the ACMI issued the follow- 
ing statement through the. Daily News Record: “It is our considered opinion 
that the plan (Japan’s voluntary export quotas), if adequately enforced, is 
basically sound and workable and that it should dissolve promptly the cloud of 
doubt and uncertainty which has disrupted United States cotton textile markets 
for almost 2 years, and which threatened the future of United States cotton in 
the American market. We believe the plan deserves a firm trial.” 


Performance under export quota in 1957 


Since 1957 was the first year in the operation of the Japanese export quota, 
the performance record should be most revealing, especially in the light that 
Japan’s overall ceiling represented a reduction in her exports to this country 
from her postwar high. Under the proddings of the domestic industry too, 
Japan’s exports of various categories and individual items were reduced from 
her previous shipments. 

Because of these “voluntary” reductions—rather drastic in such items as 
velveteens, for example, when Japan surrendered more than half her exports— 
it would be natural to expect that not only would Japanese cotton textiles at- 
tain the allocated ceiling, but also that the separate category and item limita- 
tions would be reached early in each of the calendar quarters. 

Overall, Japanese cotton textiles failed to fulfill its quotas by about 9 per- 
cent. Under the limitations set, 235 million square yards (for fabrics and all 
cotton manufacturers) were approved for export to the United States. Ac- 
cording to the bills of lading, only 214,970,000 square yards were actually ex- 
ported, or more than 20 million square yards less than the maximum authorized. 

In every category, Japan was unable to reach its quota ceiling. The same 
inability to export as much as was approved applies also to many of the spe- 
cific items. Even in ginghams, as an illustration, Japan’s exports totaled 
2,737,000 square yards less than the quota. The maximum for sheetings, shirt- 
ings, twill and sateen, poplin, yarn dyed and other fabrics was short some 
25 million square yards. In some madeup goods, there were shortages of over 
2 million square yards and about a million square yards. 
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The inability of the Japanese cotton textile industry to export sufficient 
quantities to attain the full quota confirms previously made statements to the 
effect that only in a limited number of cotton items can the Japanese success- 
fully compete. It also underlines that every conceivable cotton article is in- 
cluded in this export quota. 

In reviewing Japanese performance in 1957, it should be kept in mind that 
the Japanese imposed the export quota ‘‘on the condition that the United States 
Government would take all feasible steps to solve the problem of discrimina- 
tory State textile legislation and to prevent further restrictive action with regard 
to the importation of Japanese textiles into the United States.” 

To our knowledge, our Government has taken no action in regard to the 
above. 


Alleged transshipments explained 


While most industry and Government officials agree that the Japanese Gov- 
ernment and industry have lived up to the voluntary export quota arrangements 
in good faith, there are those who accuse Japanese exporters with violating 
= quota limitations in velveteens, handkerchiefs, striped ginghams, and 

louses. 






































Velveteen transshipments 


Unquestionably, there have been some transshipments of velveteens through 
Rotterdam, the Netherlands, and Durban, Union of South Africa. According 
to the United States Bureau of Census, the total of velveteen imports in 1957 
was 3,163,000 square yards, although the export quota was established at 
2,500,000 square yards The transshipment aggregated 663,000 square yards over 
the velveteen maximum. 

Immediately on receipt of information of the possibility of transshipments, the 
Japanese Cotton Textile Exporters Association, which is responsible for the 
administration of the export quota on fabrics, conducted a thorough investiga- 
tion of the charges. These investigations revealed that there were several ex- 
porters who had shipped velveteens to third countries in the belief that they 
were to be consumed in those third countries. These shipments, however, found 
their way to the New York market. Although the exporters were innocent of 
any wrongdoing, they were forced to pay fines. 

At best, these export quotas are extremely difficult to police. Knowing that 
transshipments would be publicized as circumvention of the quota limitations, 

; both the Japanese Government and the industry have diligently lived up to the 
letter of the arrangement and have even tried to enforce the spirit too by special 
regulations. The importer, and not the exporter, is usually responsible for 
transshipments. 

The demand for velveteens is so great on the American market that some of 
our importers will go to any lengths in an attempt to satisfy the needs of their 
customers. In this connection, it should be understood that there is no violation 
of any law when the American importer imports his goods by transshipment 
through a third country. Only the exporters in Japan are subject to the 
Japanese law and regulations. 

To demonstrate the extent to which it will go to prevent even violations of 
the spirit of the voluntary export quotas, the Japanese Government and industry 
have placed the entire world under their surveillance. 

Even this year (1958), there have been some complaints. But, as far as we 
are aware, the Japanese have—for all practical purposes—effectively stopped 
transshipments of velveteens. 


§ Alleged blouse transshipments 


Claims that Japanese blouses were transshipped through West Germany 
were thoroughly investigated by the Japanese Textile Products Exporters 
Association, which has jurisdiction over exports of madeup goods. 

These charges were found to be without basis in fact. Japanese blouses were 
not transshipped in contravention of the export quotas. 


Other allegations 


Another allegation made by some elements in our domestic industry is that the 
Japanese exported more than the agreed-upon quota ceilings. Such accusa- 
tions were made on handkerchiefs and ginghams. 

We submit that these charges are unfounded. 

As far as handkerchiefs are concerned, the allegations were made by vigilant 
spokesmen for our domestic industry who based their charges on import statis- 
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tics when they should have been based on export statistics. This is an under- 
standable difference, for the time lag between export and import information 
can be considerable. Inasmuch as these are export quotas imposed by the 
Japanese, it would seem appropriate that the export statistics be used. 

As for ginghams, a misunderstanding arose from a difference in the interpre- 
tation of what constitutes “gingham” for the purposes of the quotas. In Japan, 
as it is often the case in the United States too, striped ginghams are not con- 
sidered as true ginghams. Striped ginghams are often called and classified as 
striped shirting or by some other description. 

Since the Japanese have historically considered this striped gingham as some- 
thing different and apart from ginghams as they know them, we are willing to 
accept their practice in the trade. 


Good faith of Japanese lauded 


In the more than 18 months that the voluntary export quota has been in 
operation, we believe that the Japanese have sincerely and honestly tried to 
enforce the difficult responsibility of export restrictions, even including trans- 
shipments by third parties not subject to their control through third countries 
over which they have no jurisdiction. 

As they gain experience in resolving the problems as they arise, they will be 
better able to cope with them. 

We would commend the Japanese Government and the industry for their 
undoubted success in enforcing the export quotas in a cooperative demonstra- 
tion of good faith, although we must emphasize our belief that such trade 
restrictions as export quotas are repugnant to us in principle and in practice. 


Oppose Hong Kong export quotas 


Now that the competition from Japanese imports are subject to a voluntary 
quota arrangement, there is an inspired movement in the domestic industry 
to force the British Crown Colony of Hong Kong to impose similar voluntary 
limitations. 

This movement has the same overtones as the campaign that was so suc- 
cessfully carrier out against the Japanese several years ago. The same tactic 
of quoting ruinous and sharply increased imports and unfair competition is 
being repeated. 

As importers of Japanese textiles that have been restricted through voluntary 
quotas, we oppose any efforts to place Hong Kong under export quota arrange- 
ments. Such an arrangement is a subterfuge for the protection and subsidiza- 
tion of the domestic industry. 

As a leader of the free world, we should not condone any movement which— 
in the end—will weaken the vitality of our country. 


Export quotas injurious to United States economy 


Although we believe that the Japanese cotton textile industry and the Japa- 
nese Government should be commended for the spirit in which they have ap- 
proached the problems raised by American cotton manufacturers, we—as im- 
porters—respectfully submit that in our opinion quotas, whether mandatory 
or voluntary, export or import, are not the appropriate method to resolve the 
many problems of the domestic industry, most—if not all—of which are caused 
by other considerations than imports. 

In many ways, the voluntary export quotas imposed by Japan are injurious 
to our own economy. American manufacturers, without the competition of 
imports, may well raise their prices, and thereby destroy parts of the textile 
markets which are now available to them by encouraging the development of 
substitute textiles and synthetics. Marginal manufacturers unwilling to im- 
prove management, production, and sales methods, are encouraged to remaim 
in the field. But the biggest loser is the American consumer who no longer will 
be able to purchase the merchandise of his or her own selection and who wil? 
be forced to either pay higher prices or go without. 

It is our contention that American industry should not be allowed to use 
these Japanese voluntary export quotas as an excuse to continue inefficient, un- 
economic, and unnecessary operations. The domestic industry should be required 
to improve their techniques and methods or to convert to the manufacturing 
of other products which are more competitive. American labor and management 
should not forever be saddled with the manufacturing of certain textile goods 
which can best be produced in a less-developed economy which has a plentyful 











1658 PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 


supply of labor. Our government policy should be one to encourage higher 
wages for the worker and higher profits for management, while, at the same 
time, providing better quality merchandise at lower prices to the consumer, 
Artificial and arbitrary barriers to such a policy, based upon local or selfish 
and temporary considerations, should not be tolerated to impair progress. 
Such a policy too will give inspiration to the less-developed countries of the 
world to build up their own economies in the hopes of trading with us, buying 
those goods which we can manufacture or grow most efficiently and selling 
those products which they can manufacture more economically and efficiently 
than we. Such international commerce would benefit our economy and destiny 
more than any shortsighted policy of momentary expediency. 


Official United States Government view against quotas 


Secretary of Commerce Sinclair Weeks explained the official reasoning against 
the use of quotas in international trade and commerce on May 12, 1958, in these 
words : 

“In contemplating the use of quotas as an expedient to protect certain indus- 
tries against abrupt or severe dislocations which might result from increased 
imports, we must always remember that they have many disadvantages. 

“When quotas are applied on some products it is difficult to reject their use 
on others. Furthermore, once a quota has been adopted it is usually necessary 
to allocate shares among different supplying countries and among different im- 
porters. It is also necessary to keep these quota operations under constant sur- 
veillance and to police them to prevent transshipments and other evasions. Thus 
Government intervention, once initiated, tends to feed on itself, constantly 
spreading through day-to-day business operations, further curtailing the auto- 
matic market adjustments of competition. 

“Quantitative import restrictions are especially hard on small businesses 
which have difficulty financing large inventories from quota period to quota 
period. 

“Any general resort to quotas on the part of the United States would weaken 
our current efforts to reduce foreign quantitative restrictions against our own 
exports. Actually, the United States has been the greatest victim of quotas and 
stands to gain the most from the progress in their abolition. As a large ex- 
porter and efficient producer of products wanted by other countries, we have 
more to gain by avoiding quotas and more to lose by any action on our part 
which encourages their greater use throughout the world.” 


Government sanction of quota principle 


Though Secretary Weeks’ position has long been that of our Government, 
nevertheless, we gave Official Sanction last year to the practice of quotas in 
violation of American trade and foreign policy for the past quarter-century by 
exchanging official letters and holding discussions and consultations on these 
Japanese export quotas with the Japanese Government. 

Our feeling is that if the Japanese believe that the imposition of voluntary 
export quotas are required as a matter of their governmental policy, they should 
be entitled to determine the quantitative limitations themselves, in the light of 
their own considerations, rather than with official sanction and interference from 
the United States. As the free world’s great leader—in exports and in overseas 
investments, among other fields—the United States should not be party to any 
movement or act which may—someday——be used as a precedent against our own 
interests. 

When the Japanese unilaterally imposed voluntary export quotas, it was, of 
course, a matter of grave concern to us who are engaged in the business of im- 
porting textiles from Japan. When our Gevernment acknowledged the quotas 
last year and gave it official sanction, however, it became evident that our own 
Government was interfering with the right of American importers to conduct 
our own businesses without undue restraint and restrictions. Its action in this 
matter directly violates the basic American tenet of freedom of enterprise and 
carries the threat of future government controls over business and the econ- 
omy, which we abhor, 


Impact on importers 


A number of importers who have specialized in Japanese textiles have been 
forced to cancel their orders, or to reduce their requirements, because of the 
limited quotas available to the individual exporters. This situation is espe- 
cially acute in ginghams and velveteens among fabrics and blouses and shirts 
among madeup goods. 
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On fabrics such as denims, jeans, corduroys, sateen, twills, ete., even if the 
quotas were lifted entirely, it is doubtful whether American importers of these 
items could do any substantial volume of business. As was shown in another 
section, most fabric imports from Japan do not have any price advantage 
when the costs of freight and customs duty are added. 

For items for which strong demand exists, there are no quota allocations 
available; they are all used up. On the other hand, for articles for which there 
is little or no demand, quota allocations remain unused or no quotas are speci- 
fied against them. 

An importer faced with the dilemma created by quotas cannot long continue in 
business. He is prevented from placing orders for the goods he wants because 
of the quota. On the other hand, items which he does not want are available 
because they are not subject to the quota. 

During the past several months, the general textile market has been in a 
slump. The demand for imports has, accordingly, been down. But, when busi- 
ness picks up again, because of the restrictions of the quota, textiles to take 
advantage of the rising market cannot be imported. 

As importers, we are faced with this problem: We cannot sell during a slump 
because no one wants to buy. We cannot import as much as we would like 
in more prosperous times because of quota limitations. Just when, we ask, are 
importers of Japanese textiles supposed to do business? 

Knowing, however, the intent and the spirit of friendship that motivated the 
Japanese cotton textile industry’s imposition of voluntary export quotas, im- 
porters as a class have tried to reciprocate by refraining from protesting too 
vigorously this infringement on free trade. 

But, what value is our cooperation if our domestic industry does not join in 
reciprocating this gesture of international good will by “cleaning their own 
house”? Unless our cotton manufacturers, especially the marginal producers, 
take drastic action to improve their status, the importers will continue to be 
taxed to support segments of a domestic industry that cannot justify their 
existence on purely economic grounds. 

May we repeat our conviction that, as importers, we are unequivocally op- 
posed to all artificial restraints on trade, including voluntary quotas, manda- 
tory quotas, import quotas, export quotas, and other restrictions on international 
commerce. 

CONSUMER RIGHTS REQUIRE IMPORTS 


American consumer stake in imports 


Throughout these hearings, little if anything has been said on behalf of the 
consumers. After all, as the prospective customer and ultimate user of all 
cotton textile products, he is entitled to real consideration. He should not be 
sacrificed on the altar of any vested interest except that of the national interest 
and the buying public. 

As a buyer of goods, the consumer is more painfully aware that his rights 
to purchase items of his own selection at the price he is willing to pay is being 
circumscribed by import restrictions, including Japanese export quotas. It is in 
this role of buyer of goods that the consumer is most directly penalized by 
tariffs and other protective devices, for these are tantamount to a special tax 
he must pay to subsidize domestic industry. Most often he pays this extra levy 
without being-aware of it, however, since it is hidden in the extra cost of every 
article he buys, imported as well as domestic, that is affected by tariff practices. 

It seems to us that, in the past, Congress has given too much consideration 
to the welfare of the manufacturer, while neglecting the consumer. Protection 
for industry may be well enough, but it serves to impose a special tax on the 
consumer to subsidize the manufacturer. Moreover, it violates the fundamental 
right of the American consumer to buy whatever he wants at the price he is 
willing to pay. 


Consumer preferences 


The consumer is entitled to his preferences, whatever they may be. 

If he prefers an imported item because of its higher price of prestige value, he 
should be allowed to indulge himself. 

If he approves of the quality, design, fashion, etc., of a particular import, he 
should be permitted to enjoy that privilege. 

If he believes that an imported article is a better bargain for his money, he 
should be able to buy that article. 
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If he hopes to have an imported commodity to supplement his domestic sup- 
ply, he should be entitled to his wishes. 

If he thinks that an import has special advantages or benefits, he should not 
be prevented from exercising his prerogatives. 

If he can only afford imported merchandise because he lacks the funds for 
the more expensive domestic brand, he should not be deprived of the opportunity 
to own the product. 


Congressional report on consumer rights 


The report of the Joint Committee on the Economic Report, submitted to Con- 
gress on January 5, 1956, which summarizes its recommendations and findings 
on foreign economic policy, has the following on the subject of proper regard for 
the inalienable prerogatives of the consumer. 

“It is hard to see why consumers should not have the right to choose such 
goods as are desired, without regard to their origin or their foreign cost. Until 
we presume to replace freedom with a controlled system where people are no 
longer their own masters, this must be so. No group of producers should be 
allowed to have a yested interest in the right to dictate what our people shall 
consume. The excuse that such a vested interest is essential to maintaining 
employment is fallacious, and was not allowed ‘to block the introduction in the 
past of the automobile to the detriment. of coachmakers, the electric streetcar 
to the detriment of horse breeders, or mechanical refrigeration to the detriment 
ef ice deliveries. Some industries can adapt to the will of the customer who in 
a democracy is king. Others have not adapted, and have become extinct. 

“In a country as rich as ours with shortened working hours and a complex 
technology at: our command, including modern transportation to deliver the 
luxuries of the world to us, there is no reason why we should not spend our 
money if we choose for foreign sports cars, lightweight bicycles, handmade laces, 
particular wines and cheeses, jeweled movement watches, or hand-cut glassware. 

“Our ability to command exotic products is one measure of our progress and 
freedom from previous limitations in the pursuit of happiness. Let our home 
producers use their admitted skills in advertising to compete freely with their 
foreign rivals. For a Government official to make a moral judgment on how 
we ought to spend our money is an invasion of liberty and privacy which is 
acceptable only where obvious public harm follows, as in the uncontrolled use 
of narcotics. Interference with free consumer choice must rest upon very 
compelling grounds, and if these relate to the short-run problems of displacement 
in certain industries or localities, a solution other than restriction of consumer 
freedom should be chosen.” 

If the greatest good for the greatest number is to be our yardstick, then the 
rights of the consumer should be paramount and all textiles—American-made 
and Japanese imports—should vie on the open market for his trade. 


MAJOR DOMESTIC TEXTILE INDUSTRY PROBLEMS NOT RELATED TO IMPORTS 


Scope of inquiry 

This subcommittee was authorized by Senate Resolution 287, 85th Congress, 
second session, “to conduct a full and complete study of all factors affecting 
commerce and production in the textile industry of the United States, including 
but not limited to (a) the extent, nature, and causes of the decline in interstate 
and foreign commerce in textile mill products; (b) the decline in employment 
in the textile industry; (c) the effects of policies and programs of the Federal 
Government on the industry; and (d) the impact of commercial policies of other 
nations on the industry.” 

According to the letter from Senator Warren G. Magnuson, chairman of the 
Committee on Interstate and Foreign Commerce, to Senator Thomas C. Hen- 
nings, chairman of the Committee on Rules and Administration, explaining the 
need for this investigation: “It is a recognized fact that the entire domestic tex- 
tile industry has been in a depressed and declining condition for several years. 
Many factors have been advanced as the causes of the decline, but there has 
never been an exhaustive and definitive study to clearly establish the nature of 
the industry problems in order to form a basis for corrective action.” 

In the hearings so far, spokesmen for the domestic textile industry have in- 
sisted, in the main, that the internal problems of the industry should not be 
considered and that attention be directed only to those Government policies that 
have, in their opinion, adversely affected their prosperity. Representatives of 
the textile workers unions have suggested some of the internal difficulties of 
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the industry, but have emphasized the bitter antagonisms in employee-manage- 
ment relations. The president of the American Textile Machinery Association 
has stressed the need for newer, more efficient equipment. Interregional com- 
petition has been ruled out as a proper subject of comment. 

Up to this section in our submission, we have addressed ourselves largely to 
an exposition of cotton textiles from Japan, especially as they affect and influ- 
ence the domestic industry. We now feel obliged to suggest some of the more 
pertinent and outstanding factors which we believe have contributed to the 
continuing troubles of this great and vital industry. Only in this way may we 
be able to demonstrate that the woes of this tremendous complex are not—and 
cannot be—attributable to the minor inflow of Japanese textile imports. 

Many mills have been liquidated and closed down. Thousands of workers 
have lost their employment. 

Why? 

Can all or most of these unfortunate eventualities be ascribed to an alleged 
policy on the part of the National Government that the American textile industry 
is expendable, as charged by a number of witnesses at these hearings? 

There are no simple and easy answers, but we think not. 


Why many mills are liquidated 


As with most businesses in our fiercely competitive system of free enterprise 
that go bankrupt, most of the textile mills and plants that have shut down are 
the tragic casualties of our economic existence. The doctrine of the survival 
of the fittest was not imported with textiles from Japan. 


Business failures, by number 


ee eee eee 8,058 | 7,611 | 8,862 | 11,086 | 10,969 | 12,686 | 13,739 


Mining and manufacturing. -_--.-...-------- 1,533 | 1,581 1,857 | 2,282} 2,202] 2,285 2, 411 
Textile mill products and apparels-_--_-......- 397 388 472 543 506 537 500 





Source: United States Statistical Abstract. 


This particular exhibit is significant to illustrate the increasing number of 
business failures in our country. Textile mill products and apparels are a part 
of the larger grouping of mining and manufacturing. It is to be observed that 
their respective ratio to the national total suggests a somewhat lower mortality 
rate than for other industries. 

Unfortunately for purposes of comparisons, the general field of textiles is not 
broken down for statistical objectives. But, as another indication of the high 
mortality of all businesses, only 77 new companies in all categories manage to 
survive half a year, forty-one 2%4 years, twenty-six 5 years, and nineteen 10% 
years. 


Southern movement 


Specifically, to account for many liquidations in the field of textiles, it is an 
accepted fact that for almost a century mills in New England have been shift- 
ing to the South. 

At the hearings in Providence, R. I., on September 19, 1958, Gardner A. Caverly, 
the executive vice president of the New England Council for Economic Develop- 
ment, explained that “the closing and migration of our textiles mills in the past 
several decades have placed many harsh and severe problems upon our economy.” 
He was happy to report, however, that “despite these moves, the number of 
manufacturing plants in New England has jumped by 8,000 since 1939 to a total 
of approximately 24,000 plants. In the process, it has created close to 400,000 
new jobs, most of which are in durables. Because of this growth in durable 
goods, we are now in almost even balance employmentwise between durables and 
nondurables.” In this situation, at least, new industries employing more workers 
replaced the textile mills that closed down to move to the South. 

At the Clemson, S. C., hearings, September 29, R. M. Cooper, director of the 
State department board and chairman of the Clemson College board of trustees, 
confirmed the trend toward more textile facilities in his area. During the period 
1937-57, he boasted that the total textile wages increased from $72 million 
to $378,500,000 and that employment jumped from 95,000 to 126,000 textile jobs. 
He also reported that in the decade 1948-57, the number of spindles in place in 
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his State increased from 5,600,000 to 6,489,000, while the number throughout the 
country as a whole decreased from 23,700,000 to 21,500,000. His was the only 
State that increased the number of spindles in 1957, and that by 55,000. 

Henry Scheibner, controller and secretary of the American Velvet Co., Stoning- 
ton, Conn., testified at the September 22 hearings in Hartford, that “* * * 
most of our competition in the velvet business has transferred to the South. We 
thought for a long time that we would exist in New England, but now we are 
not so sure. During the past few months, we have investigated conditions in the 
South and find that most all of our expenditures would be lower if we located 
there. * * * Besides providing modern buildings, etc., and low wages, the South 
offers lower taxes, fringe benefits, electricity, and water.” 

Assuming that cotton consumption indicates the number of mills in operation, 
the following table suggests that the historic movement of mills from New Eng- 
land to the South is continuing: 


Cotton consumption, excluding linters 


| 
| Cotton- | Spindle 
| United growing New | hours Cotton 
States total | States England | Other States} consuming spindles 
(thousand (thousand (thousand | 100 percent in place 
bales) bales) bales) cotton (thousands) 
(millions) 
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Source: United States Statistical Abstract. 


Liquidations for tar purposes 


Another important reason for the liquidation of textile mills, according to 
spokesmen for the Textile Workers Union of America who appeared at all of 
the hearings in all of the cities visited by this subcommittee, is to take ad- 
vantage of tax loopholes. These men, who know the internal workings of man- 
agement better than any others outside of management, cited names and docu- 
mented their sensational and spectacular charges. 

Vietor Canzano, vice president and director of the cotton division, Textile 
Workers Union of America, exposed the practice during the hearings in Provi- 
dence in these words: 

“Our tax laws also contribute to the liquidation of textile plants by encourag- 
ing millowners to bail themselves out at the expense of their workers, the com- 
munity, and the Federal Treasury. 

“The old textile families who ran the New England mills have deserted them. 
Succeeding generations lost interest in the industry. They turned the responsi- 
bility of running the mills over to trusts and institutions which could not ad- 
minister or operate live organizations. So they functioned primarily as cus- 
todians of the estates of deceased textile mill operators. 

“The so-called custodians were not innovators or textile employers, so the best 
of them became conservators and the worst became manipulators. 

“They abandoned the mills and sold them to speculators whose only purpose 
was to exploit the mills for immediate profit. Both the older and newer financial 
manipulators milked the assets dry. They exploited every tax loophole they 
could discover to shortchange the Treasury and the American people. 

“They wrecked the New England mills and they blocked any efforts to re 
habilitate them. Their only interest was to get every penny they could out of 
this sick industry. 

“The decline of the New England textile industry was aided and abetted by 
these New England financiers. They are the administrators of the trusts which 
decided to abandon operation of the mills. They are also trustees of New 
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England capital. In the late forties, they decided to stop helping New Eng- 
land’s textile industry. Since then, they have systematically drained off the 
financial resources of the operators of textile mills. They helped the speculators 
make their kill at the very same time that they were turning their backs away 
from manufacturers who wanted to continue to operate. 

“It’s time this kind of butchery of the American textile industry was stopped.” 

John W. LaPorte, manager of the northern Rhode Island joint board of the 
same union, spelled out in minute detail what he termed “the milking and 
closing of Manville Jenckes Corp.” as a case history of what has happened in 
too many instances. 

Throughout the testimonies of the union representatives, especially in New 
England, the machinations of Royal Little and his Textron, Inc., in acquiring 
mill after mill for tax writeoff purposes is mentioned. 

-Frank McEntree, manager of the Roger Williams joint board of the union, 
mentioned that the Franklin Process was a plant that had tremendous profits 
but they sold out to Indian Head, who closed it down. He also cited the acquisi- 
tion of the Wamsutta Mills in 1954, an operation that showed more in the way 
of average profits for the 4 years prior to its purchase than did the buyer M. 
Lowenstein & Sons, and considerably higher than the average for the entire 
textile industry. 

At Hartford, John Chudka, general secretary-treasurer of the Textile Workers 
of America, testified that the largest wool textile company in the Nation, which 
earned $270 million before taxes and $123 million after taxes from 1941 to 
1952, the American Woolen Co., was liquidated because Textron, Inc., wanted to 
secure a tax writeoff that would enable them to a net profit of more than $8.5 
million for the year ending December 29, 1957, without paying a cent in cor- 
porate income taxes. He also reported that Textron boasted on February 24, 
1955, that it had disposed of 36 textile properties and 5 textile converting plants 
employing more than 20,000 workers. 

At Concord, at the hearings on September 23, Thomas J. Pitarys, president of 
the New Hampshire AFL-CIO and manager of the Granite State Board of the 
Textile Workers Union recalled the investigations by the late Senator Charles 
Tobey in 1949 into the financial manipulators of Textron in the textile industry. 

The Charlotte, N. C., hearings on September 30, and the Clemson hearings the 
day before revealed that these same financial manipulations go on in the South 
too, with textile mills and their employees suffering therefrom. 


Lack-of-vision management 


The American Woolen Co.’s deliberate liquidation was triggered by the lack 
of vision of its president, according to John Chudka. 

When informed that Dacron was a threat to woolens, he (the president) is 
reported to have belittled synthetics and to have declared that he would go out 
of business before blending synthetics with his established line. 

Speaking as the spokesman for the Textile Workers of America, Chudka em- 
phasized that “* * * there has been a technological revolution that has occurred 
in this specific industry (wool), and I know that even under the best of cir- 
cumstances, there is bound to be some casualties. But I think that by reasonable 
management, that if they had husbanded their resources and had been fore- 
sighted, that the curtailment in employment and the wholesale liquidation would 
have been nowhere near as great as they are.” 

Other cases of comparable lack of concern in progressive management were 
provided at the various hearings by union representatives. 


Labor relationships 


But, more shocking, was the real animosity and even hate that seemed to 
characterize many labor-management problems. Although more noticeable in 
the South than in the North, it was reported in New Hampshire that the workers 
were even afraid to appear before the subcommittee and air their grievances 
for fear that they would be summarily discharged. 

In Charlotte, Boyd E, Payton, southern director for the Textile Workers Union 
of America, commented on phases of employer hostility and malpractice. He 
had this to say regarding management generally in the South: 

“Let me now, Mr. Chairman, address myself to certain fundamental con- 
siderations that have been forced upon me as a result of a lifetime as an em- 
ployee in the textile industry and as a result of a quarter of a century of 
endeavor as a union representative in the South. The thing that stands out 
most in my mind is the colossal waste of resources, both material and economic, 
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which fabric manufacturers and their suppliers in the South have squandered me! 
for purely negative and wholly destructive purposes. The typical textile em- lab 
ployer still thinks of the union as a devil, and, if he is too sophisticated to use less 
such terminology, he thinks of us as a menace and a detrimental factor to be be | 
avoided at all costs. We submit that the intellectual backwardness and mis- 
conception of the southern textile employer regarding the matter of unions is a Pr 
kind of self-justification for a very general failure to keep the industry com- 1 
petitive with other present-day American industries which are each year the 
i taking from the products we produce a greater share of the consumer dollar.” ave 
Consolidations and mergers ™ 
While many mills apparently are liquidated for rapacious purposes, a greater cov 
number of operations, we are confident, have been shut down for legitimate rea- thr 
sons of consolidation and mergers in order to secure the greater economies of les 
mass production, integration, and concentration. ind 
In this trend, caused by the fact that compared to other industries, generally ma 
speaking, the American cotton textile industry units are relatively small, many lior 
of the inefficient plants are closed down permanently, thereby adding to the ass 
statistical record of mill shutdowns. ] 
As long ago as 1949, the Secretary of Commerce testified before a House sub- pel 
committee on a study of monopoly power that the cotton textile wooven goods pr¢ 
segment of the domestic industry—the basic segment at that—was among the ind 
least concentrated of all industries in the Nation. He reported that the 4 largest ma 
companies represented only 13.1 percent of the total value of all shipments of mi 
the industry. Even with the addition of the next 16 largest companies, the 20 pre 
largest companies together controlled only 40.4 percent of the industry’s ship- 60 
ment. In contrast, in other industries the 20 major companies controlled such ; 
percentages as the following: Tires and tubes, 99.3 percent; blast furnaces, 95.5 asi 


percent; soap and glycerin, 92.7 percent; copper rolling and drawing, 92.2 per- 
cent ; and organic chemicals, 86.4 percent. 

Davison’s Textile Blue Book, July 1952, discloses that the domestic cotton 
textile industry was composed of some 607 spinning companies, with a total of 
21,160,974 spindles. Of these, 167 companies had 10,000 or less spindles each; 
172 had 10,001 to 20,000 spindles each ; and 70 had 20,001 to 30,000 spindles each. 

This means that, as of July 1952, two-thirds of the American industry oper- - 
ated 30,000 or less spindles per company. By Japanese standards, 30,000 ~ 
spindle companies are considered small operations. Ind 

Recent newspaper and other accounts report that mergers and consolidations 
are taking place at an accelerated pace. Accordingly, the information provided 
by both the Secretary of Commerce in 1949 and the Blue Book in 1952 are not 
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up to date. TT 
f Information on consolidations and mergers is grossly inadequate but from Inc 
the Statistical Abstract of the United States, the following data was compiled a 
i regarding textiles and apparels combined. 
t os 
Mergers and acquisitions 

pr 
1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 | 1957 Sn 
7 co 

I A ks So dk, pase cencinccucctdeneee>s 14 18 22 17 22 32 34 26 
Non-durable-goods industries............-...------.- 88 | 98] 106] 120] 153] 154] 201] 146 me 
as 


Roughly, 16 to 22 percent of all mergers in the non-durable-goods manufactur- 
' ing industry involved textile and apparel companies. a 
No breakdowns into the types of textiles and apparels involved in these figures 
were available. Whether they manufactured items that compete with Japanese 
imports is unknown. But they do help account for the numerical decrease in 
the number of textile mills in operation. 
In spite of this movement toward more effective and efficient operations, the 
i United States cotton textile industry, by and large, remains comparatively 
small in its relationship to other major American interests, especially contrasted 
to the newer and more active growth industries, such as automotive, aircraft, 


electronics, and chemicals. = 
The domestic industry, therefore, is by its organizational structure relatively In 


inefficient in terms of American standards; though, without question, it is the i 
most efficient textile industry in all the world. If the more uneconomic seg- 1 
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ments were eliminated, segments that because of the quality and stature of our 
labor force should not be engaged in operations better left to less skilled and 
less specialized workers, the relative efficiency of the domestic industry would 
be improved even in relation to other American industries. 


Profits in relation to assets 

The major combines, as a consequence of consolidations and mergers with 
their attendant advantages in productive facilities and capabilities, show profit 
averages that are comparable with, and more favorable than, most other manu- 
facturing enterprises in this Nation based on profit ratio to assets. 

Using Internal Revenue Service information from the Treasury Department 
covering 5,545 corporate returns for the latest available period—July 1955 
through June 1956—78 percent of the textile mill products industry are in the 
less-than-a-million-dollar-in-assets class. They control 11 percent of the total 
industry assets but. realize only 6 percent of the mdustry profits. For all 
manufacturing industries, however, 89 percent are in this same less-than-a-mil- 
lion-dollar-in-assets group. Controlling only 9 percent of the total industry 
assets, they reap 5 percent of the profits. 

In the $10- to $50-million category, 2 percent of the textile mills control 23 
percent of the total industry assets and receive 25 percent of the industry 
profits, while in the $50-million-and-over group, 1 percent owns 34 percent of the 
industry assets and gains 41 percent of the total net profits. The figures for all 
manufacturing industries are equally revealing, with 1.2 percent in the $10- to $50- 
million class controlling 15 percent of the assets and earning 15 percent of the 
profits, with the 0.3 percent in the $50-million-and-over classification owning 
60 percent of the assets and reaping 66 percent of the net profits. 

The following table was constructed to show the relationships of profits to 
assets, ete. : 

Industry by assets classification 


TEXTILE MILL PRODUCTS 


Percentage of— 0-$1,000,000 | $1,000,000- | $10,000,000- | $50,000,000 
$10,000,000 | $50,000,000 and over 


Industry- - - - - 
Industry net profits 
Industry assets 


v 9. 1. 0. 
Industry net profits 4. 15. 66. 
Industry assets 6. 15. 60. 


The data explain the motivations for greater economic concentrations, greater 
profits in relationship to assets. The information also demonstrates that the 
smaller textile mills are earning less profits on their assets. 

It should be noted that in no case included in the period covered did the 
corporations with assets over $50 million fail to earn less in profits than the 
equivalent controlled in industry assets, while textile mills with 10 million or 
less in assets—comprising about 97 percent of the reporting units—never earned 
as much in profits as their share in the industry’s assets. 

For the amount invested, it appears that the larger companies enjoy relatively 
a high ratio of profits to assets. 


Apparels and products made from fabrics 
[13,808 reporting units] 


Percentage of— Assets up to | aes to | $1,000,000 to 
1,000, 


Industry 
Industry profits 
Industry assets 


1 $5,800,000 loss. 
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/ Only 27 reports were received by the Service in fiscal year 1956 from company 
units with assets of 10 to 25 million, only 3 from the 25 to 50 million, and only 2 
in 50 to 100 million classifications. No reports from any company with over a 
100 million in assets were received. 

In the field of manufacturing apparels and products made from fabrics, there 
not only are smaller companies in the venture than in textile mill products, but 
also less of a trend toward consolidation and mergers into larger combines. 

Unfortunately again, as with almost every facet of the textile industry, clear 
and detailed information is lacking. Accordingly, the kinds of apparels in- 
volved and the other products made from fabrics cannot be enumerated to 
determine whether any are competitive with imports. Nevertheless, the mathe- 
matics of the situation in which Japanese imports are such a minute percentage 
of the domestic output would lead to the general conclusion that most of the 
competition is within the industry and trade itself. Moreover, there are many 
high-fashion manufacturers in the field in which the Japanese do not offer any 
imports. 

The one obvious impression gained from studying the Internal Revenue Serv- 
ice reports is that with certain segments in this industry losses are chronic. 
Long before any Japanese items were imported for commercial purposes, and 
even including in the prosperous Korean war era, heavy and constant losses 
were being suffered by those in this industry. 

Statistics of recent net financial losses by companies with less than $100,000 
in assets were made available to us covering the calendar years 1950, 1952, and 
1953, and fiscal year 1956. 

They show that in 1950 the industry suffered a net loss of 7 million, which 
represented 11.5 percent of the industry assets. In 1952, the net loss was 
$7,400,000, or 10 percent of the total assets. In 1953, the net loss was 11 million, 
or 10 percent of the total assets. And, in fiscal 1956, the net loss was $5,800,000, 
or 7.5 percent of the total industry losses. 

The Service reported that the losses were greater for the smaller companies, 
which would mean that companies in the $50,000-and-under category suffered 
the major losses, Surprisingly enough, though, reporting units under $100,000 
in assets represented 61 percent of the total industry in 1950 and 59 percent 
6 years later despite apparent huge and continuous losses. 


Cotton loses its customers 


A recent Daily News Record dispatch reported that J. Craig Smith, president 
of Avondale Mills, Ala., declared to a meeting of his fellow executives: 

“One of the reasons why our industry hasn’t shared in the prosperity of the 
country is that when most people get through making their monthly payments 
on automobiles, television sets, refrigerators, and all the other things which are 
sold on the installment plan, there isn’t much money left to buy textiles. 
Transportation companies and hotels are even selling vacations on the install- 
ment plan.” 

There is little disagreement that textiles have not shared the Nation’s general 
prosperity. as much as some other industries in the economy. This does not 
mean, however, that textiles cannot win a larger part of the consumer dollars. 

Avondale’s Mr. Smith is reported as admitting in the same Daily News Record 
mentioned above that ‘I don’t know what.the answer to this problem is. Appar- 
ently, installment. buying is increasing, instead of decreasing—and, if this is so, 
the textile industry is going to have to find some way to participate more fully 
in it if we expect to get our share of the consumer dollar.” 

While the scope of this paper covers only eotton textiles, it goes without say- 
ing that the sharing of the consumer dollar more equitably is not the problem of 
the textile industry alone, but also includes the farmers and other producers 
of soft goods generally. 

Consumer preferences between the increasing number of fibers plays an impor- 
tant role in the relative position of cotton textiles to its own prosperity as an 
industry, as well as to the national economic picture of an expanding economy. 

The latest available Department of Agriculture statistics reveal that cotton’s 
share of the textile dollar, which was nearly 90 percent in the 1920's, had de- 
clined to about 80 percent in the 1930’s and to less than 70 percent in the 1950's, 
with the single exception of the year 1951. Against this decline, the share of 
the textile dollar of manmade fibers, which was negligible in the 1920’s, has in- 
creased from 10 percent in the 1930’s to approximately 25 percent in recent years. 

Harry C. Mills, vice president, J. C. Penney Co., pointed this out in his state- 
ment delivered before the textile market research conference of May 29, 1957, 
in New York City. 


: 
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“In the last 5-year period, with a population increase of 9 percent and an 
increase of over 28 percent in disposable income, cotton consumption decreased 
11 percent. I’m sure everyone here will agree there has been too much ground 
lost. Let’s look at some of the factors that have brought about these losses. 
One of the threats to the cotton textile industry is synthetic yarns and fibers. 
Each day seems to bring along something new in synthetics, with characteristics 
that appeal to customers. These goods, meeting newly created demands, make 
sharp inroads into your sales. In addition, great strides have been made in 
nonwoven fabrics—resin or heat-bonded textile fibers—resin-bonded pulp and 
paper fibers—plastics. To some extent, glass and aluminum are attempting to 
make inroads and some day there may be “sprayed on fabrics’ that the American 
Viscose Corp. is working on at present. Has industry accepted these new fibers 
and textiles? They certainly have, as you know too well. Take as an example 
the tremendous falling off in poundage of cotton yarns formerly used as tire 
cords, the use of cotton in bagging and packaging of food products. In tires, 
the drop is expressed in a reduction of bales of cotton from 663,000 to 162,000 
since 1989. In packing bags from 458,000 bales to 221,000, and I am sure you 
can think of many more such examples.” 


Cotton consumption down 


M. K. Horne, Jr., chief economist of the National Cotton Council of America, 
indicated at the same conference that: 

“If consumer spending was 100 in 1948, it was 132 in 1956. * * * How about 
the trend in cotton consumption by our domestic mills between 1948 and 1956? 
If cotton consumption was 100 in 1948, it was down to just a little below 100 in 
1956. It declined from 9.1 million bales to a bare 9 million. While the total 
American market rose—i. e., by 32 percent—the mills last year consumed, not 9 
million but 12 million bales. The difference is 3 million bales of domestic mill 
consumption that cotton did not get.” 

Questioning himself, ‘‘Where did that 8 million go?’ he answered in effect that 
775,000 bales were lost to other fibers, and 950,000 bales to nontextile materials, 
among others. 


United States civilian consumption of certain fibers 


[Pounds per capita] 


Total (wool, 
Yearly average Cotton cotton, rayon 
and acetate) 


Source: Textile Organon, 


The following table, also from the Textile Organon, illustrates the per capita 
relationship between the three major fibers. The “Total” column includes the 
total of the three fibers shown. 


United States civilian consumption of certain teatile fibers 
[Pounds per capita] 


Man- | Wool | Cotton! Total Year Wool | Cotton | Tota? 
ad made 


—————— 
| 32.8 

41.8 
| 


ee 3 | Qi 


288 


29. 


4 et | 98 
35.1 


SIP > > > wh GO 
ee 


PP PNW So 
Noss 3IONwaoce 


eS NwOnWok eww 
PWN wh moe 
eacovrore oe 


BRSSERKRS 
SON DNwWwWweS 
BESRSSSSS 
PDE AH DW eH 








1668 PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 





While total per capita textile consumption is highly volatile and fluctuates wid 
considerably from year to year, the chart illustrates that the general trend is not Mo 
away from textile consumption on a drastic basis in absolute per capita figures. bee 


Historically, cotton has been king. But, since the end of World War II, syn- 





thetics have increased most in popularity. Prior to 1950, cotton commanded 80 Ne 
to 90 percent of the textile market, excluding silk and miscellaneous textile I 
fibers, linen, hemp, ramie, burlap, etc. In the current decade, this dominance wee 
has been reduced to about 60 to 70 percent. — 
The significance of these tables, however, is that the per capita consumption fibe 
-of textile products is higher than in prewar years, despite increased heating in the 
homes, cars, and office; tremendous substitution of nontextiles to replace stand- of | 
ard and popular textile lines; home washing and drying machines that reduce abl 
the amount of clothing required; wash and wear articles, and other informal , ‘1 
fashion trends that have decreased the total textile needs of the individual. tica 
Cotton has been the loser in this battle for the textile market. ap 
New fiber competition oat 
The very substantial and continuing market losses of cotton textiles to other con 
fiber and nonfiber products is based upon both price and nonprice factors. The A 
National Cotton Council of America in 1956 published a report on the Price and to | 
the Future of United States Cotton, in which these losses are explained. inf 
All prices in the following chart, reproduced from the same publication, under pen 
“fibers” are for staple fiber (not yarn). ‘The publication states that “Cotton, asp 
you see, is in the same general price range with rayon and also with acetate I 
(which we cotton people usually look upon as another form of rayon, though “ 
there’s a chemical difference) .” ae 
Price of cotton and competing materials for 
Fiber: Per pound oa 
Cotton (Middling 15/16’’, delivered Group B mills) ~-..----------- $0. 3560 9p 
F avon stavie’ Cetandard) oi) Lo 020 bo son sn tse . 34 syn 
Rayon staple (carpet quality) _...------- atiamebeins den tamandinell . 37 Cor 
I ne, i 5d eeheinnecmmncesnennee . 37 for 
Tite 8. BON Ab 90. tO 6 ines sei c be nenbocene 1. 55 a 
Cee coca niin eienianoneniiaranyiich manmbintn sien 1. 60 ing 
NNeene nn eee eee db hresiese meneame oats erates 1. 50 : 
NE Deere, eeeeess. Sk  _didtnatndnsclamndadbidinbauame 1. 40 of « 
la dh des bb nlaliceinnienshisithitin tality katidy extn ong biadottnlibiptihin 1. 28 cott 
Ne eee ee Be eke blade kbs ei cceb ican 1. 00 dus 
syn 
Feedbags : Per unit cap 
ia et 8S at act ene se BeratehteNeusasasnemewewnens $0. 27 Ma 
ie Ri eee ERED Ren asaaenawanneaoenata <a | 
IA i oscil al hadininilae sen nhecnmenannammennt 15 om 
The publication further states the following : pos 
“When we come to the new fibers (nylon, dacron, and the rest), we have an 
entirely different situation. Cotton has a great deal of competition with the 
fibers in this group. It is serious competition but obviously it’s not price compe- 
tition in the usual sense. These new fibers are coming into our markets because 
of the specialized qualities which they possess, and because of heavy promotion, ia 
and in spite of a handicap in price per pound. They are from 3 to 5 times as 
\ expensive as cotton, pound for pound, and generally from 2 to 3 times as expen- dimple 
i sive after allowance for the extra strength that some of them have. Ray 
i “As for paper and burlap, the only satisfactory way to compare them with Glas: 
cotton is in a product, such as feedbags. We see that cotton is more than twice Non 
as expensive as paper, and nearly twice as expensive as burlap. Obviously price 
is the great weapon that paper and burlap are using against us. As paper im- seed) 
proves its quality through research and becomes entrenched in more and more ‘ii 
1 factories by getting the machinery installed for the use of paper bags, cotton’s 
fight for the bag market becomes a harder and harder one. A drastic price cut li 
in cotton would overcome only a fraction of our price disadvantage. This fibe 
would reduce the odds against us, but would still leave us in a weak position por 
unless combined with a tremendous effort in the fields of promotion and of T 
quality improvement. not 
“You can see why the discussion of price tends to center upon rayon. Not cott 
only is this our biggest competitor by far. Not only does it resemble cotton int 


more closely than any other important competitor, and threatens us over a much 





ae ae ee a wre eller 


~~ & oF 





PROBLEMS OF THE DOMESTIC TEXTILE INDUSTRY 1669 






































wider range of markets. In addition it is in our same general price range. 
Moderate price shifts have a far greater chance of becoming important to us 
because of any other competing material.” 


Need for independent study 


It would be well for comparative purposes if the cotton textile industry 
were composed only of companies manufacturing cotton goods. Many if not 
most of them also participate in the production of textiles from other natural 
fibers, especially wool. At the same time, as the new “miracle fibers” entered 
the market as a popular threat to the established and traditional lines, many 
of the cotton textile organizations—especially the larger and financially more 
able ones—joined in the manufacture and sale of these man-made fibers. 

This combination effort affecting both natural and synthetic fibers in prac- 
tically all stages of production—with many production facilities interchange- 
able for most purposes with cotton and rayon, etc.—makes it difficult for 
laymen at least to evaluate the performances of the various textile enterprises 
in terms of specific products, financial records broken down into fiber categories, 
competitive ability, etc. 

And yet, no correct and proper estimate of the impact of imports in relation 
to specific companies and commodities can be made without this fundamental 
information. For this reason, we renew again here our request that an inde- 
pendent Government commission be specially authorized to investigate all 
aspects of this highly complex, technical, and multitudinous industry. 


Impact of synthetics 


Some idea of the tremendous impact that synthetics are having on the entire 
textile market is suggested in a copyright report dated June 1958 of the Stan- 
ford Research Institute of Stanford University, California : 

“Synthetics have captured 28 percent of the textile fiber market in value, 
9 percent in pounds, mostly at the expense of other fibers. Consumption of 
synthetic fibers in 1957 was 561 million pounds, valued at more than $1 million. 
Consumption is estimated at 1.2 billion pounds for 1965 and 2.6 billion pounds 
for 1975. New uses for synthetics could greatly increase these amounts.” 

Later in the same report, the effect of synthetics is further noted on compet- 
ing fabrics: 

“Synthetics have already had an important impact on growers and producers 
of competitive fibers: foreign silk producers, domestic and foreign wool growers, 
cotton growers, chemical cellulose producers and all suppliers to these in- 
dustries. Hemp and jute producers and importers may feel competition from 
synthetics in the future. Plants producing competitive fibers now have excess 
capacity.” 


Manmade fiber production 


The production of manmade fibers represents another facet of this complex 
textile industry. And, the increasing output of glass and noncellulosic threads 
poses an increasing threat to not only rayon and acetate but the natural fibers. 








Production of manmade fibers 


{In millions of pounds] 

























Rayon and acetate._......2222/.22-2222-22-22 222-22. | 1,085.7 1, 260.7 1,147.9 1, 139.4 
I ik atin ed ee ated 59.2 75.8 96.5 109.6 
I 343.8 455. 1 496. 8 625. 2 

Totel productle®........8- 22... .asb ica 28d. da | 1, 429. 5 | 1,715.8| 1,644.7 | 1, 764.6 


Source: Textile Organon. 










It should be noted in passing that the absolute poundage increase of manmade 
fibers in 1957 over 1956 exceeds the total of all Japanese cotton textile im- 
ports into this country. 

The major increment 1956-57 was in the expensive noncellulosic field, and 
not in rayons and acetates. This can lead to the conclusion that the losses of 
cotton textile production in the last several years may well have taken place 
in the expensive, and not the low and medium-priced end products. 
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Additionally, the absolute increase of the noncellulosic fibers is actually 
larger than would be suggested by the weight measurements. In normal apparel 
cloth production, for example, a pound of wool equals 2 square yards; of cot- 
ton, 3.5 square yards; of rayon, 4.5 square yards; and nylon, 7 square yards. 


Nonwoven textiles 


In addition to losses to synthetic fibers, cotton broadcloths and other woven 
textile products are also losing out to the new and growing field of nonwoven 
textiles. 

Cotton, rayon, acetate, and other woven fibers are expected to lose about 
80 million pounds to these nonwoven items this year. Cotton alone is estimated 
to lose 82,500,000 pounds to this latest threat. Cotton broadcloth losses to non- 
woven textiles include towels, laminates, filters, coated fabrics, draperies, table- 
cloths, sanitary products, and apparels. Howard E. Shearer of the technical 
and textile service department of the American Viscose Corp. made these 
estimates. 

Because this is a new industry, though a highly competitive one with textiles, 
data is generally unavailable. The 1954 census of manufactures gives no 
quantity figures but shows that cotton and other textile nonwoven fabrics 
increased in dollar value from $27,992,000 in 1947 to $82,147,000 in 1954. 

The 1954 census of manufactures also reveals the growing encroachment 
of nontextile items, especially paper, into the textile field. In many instances, 
this is the field of most direct competition with the low-priced end products of 
the domestic industry, and conceivably with Japanese imports. 


Value and consumption of paper for certain tectiles 














j | 
1947 1954 
ee hecitines Ticilenaeiahadiadiats 
Paper con- Paper con- 
Value sumption Value sumption 
(2,000-pound (2,000-pound 
tons) tous) 
| 
= s a 
Facial tissues and paper handkerchiefs. - ----.-- $51, 008, 000 130, 716 79, 861, 000 179, 029 
Paper table napkins_.--.. nonanmansmmiieitenatrasmiieas 37, 334, 000 102, 949 68, 982, 000 170, 476 
Paper towels. ..............--- pao a oS ot 38, 768, 000 183, 165 80, 740, 000 313, 363 











Ne ee cn a 127, 110, 000 416, 830 | 229, 583, 000 662, 868 


There was a 186-percent increase in value and a 160-percent increase in net 
tons consumed of these three paper products that have successfully invaded what 
was once considered the almost exclusive province of cottons. Since 1954, the 
increase may be even more phenomenal. 

Though no figures are available, it is known that paper has displaced cotton to 
a marked degree for tablecloths, draperies, pillowcases, and disposable specialty 
items. 

Several factors cause paper to be more attractive than cotton in this com- 
petitive area. Disposability at reasonable or less cost than cleaning and press- 
ing of cottons is perhaps the most inviting feature. Initial costs, such as for 
table cloths, is another attraction. The expense and trouble of laundering com- 
pared to the easy disposal of various tissues is still another inducement. There 
is the psychological advantage of healthy sanitation, too. 

Though there are no breakdowns to show how much cotton has been displaced 
in these textile uses now served by paper, the 1947-54 increase of more than 
$100 million and 200,000 tons of paper for only 3 items is definite proof that 
paper too has become a serious competitor to cotton. 


Increased cotton competition 


All in all, there can be no doubt that so-called interfiber and nonwoven com- 
petition is one of the primary reasons for many of the troubles of the cotton 
textile industry. Imports cannot be blamed for these new fiber discoveries and 
uses, and for the introduction of paper as a competitive factor in certain lines. 

Dr. Horne, of the National Cotton Council, presented telling testimony, to- 
gether with slides and illustrations, at the Clemson hearings on the substantial 
losses of cotton to manmade fibers in many traditional lines. He stressed, how- 
ever, that the great losses occurred in the industrial uses. 
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Equipment problems 


James M. Hunter, president of the American Textile Machinery Association, 
in testifying both in Washington and in Providence, called attention to the 
need for the modernization of equipment in the textile industry. 

In Providence, he summarized the thinking of his association in this regard. 

“As we testified at the July hearing and was brought out by Mr. Charles 
Kable, representing ACMI, obsolescence of equipment is one of the most serious 
problems with which the textile industry is struggling and one which has to be 
rectified in order for the industry to survive in this area of rapid technological 
progress * * *.” 

“* * * As long as high wages and fine standards of American living continue, 
and we hope that these standards will always continue, it will be important for 
textile mills of this country to obtain the maximum production efficiency possi- 
ble. Through greater productive efficiency, lower per unit costs may widen the 
profit margin of a mill and help keep that mill in business. 

“It is our belief that the industry has far too many machines not considered 
modern according to 1958 efficiency standards to obtain the greatest profit 
potential. 

“We suggest that an intelligent program be evolved for the elimination of 
displaced obsolete equipment. For regardless of where the obsolete machinery 
is located within the industry, its inefficiency is a drag on the industry as a 
whole.” 


Equipment survey 


McGraw-Hill Publications conducted a survey on industrial modernization 
this summer (August 1958) and reported the following: 


Age of manufacturing capacity (date installed) 


December December Cost of re- 
Prior to 1945 to placing obso- 
Industry December December lete facilities 
(dollars in 
millions) 


Percent Percent Percent 
21 


Textiles 

Transportation equipment . 

Food and beverages. ......-.-..-..-- ots ainsi 
Other metalworking t 
Miscellaneous manufacturing f oa 


49 
3, 07 


30 
48 | 34, 71 


3, 443 
2, 351 
6, 236 


BSLRISES 


Except for paper and pulp and chemicals (which were far down the list with 
many industries between them and the posted electrical industry in the pub- 
lished McGraw-Hill survey), all of the individual industries are in order of their 
retaining the most obsolete equipment. And, in spite of the new facilities in- 
stalled in the production of noncellulosic fibers, the textile industry heads the 
list with the largest percentage of outmoded machinery, including the average 
for all manufacturing. 

On a collateral issue, the McGraw-Hill survey asked this searching question : 

“In cases where you are actually replacing old with new plant and equipment 
in 1958, how soon do you expect these replacement expenditures to pay off?” 

The tabulated answers, with the same reservations concerning paper and pulp 
and chemicals, reveals that, next to the automotive and metalworking industries, 
the textile industry expects the earliest return on modernization of plants. This 
indicates an optimism usually not associated with the textile industry. 
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Return on equipment and plant modernization 


[Percent of companies answering] 





1 to 2 years | 3 to 5 years 6 to 8 years | 9 years and 








over 
- ——-------==-, aia s cintieseidiannsiasnal 
Auto, trucks, and parts. . i. <...--2.6.-.20555262-0.-5-25 | 40 60 0 | 0 
NS EEE ET ne | 38 33 10 19 
WUEt. 2 tot etbe a tectedhatan poccdebedécndssn sabes | 38 47 5 ll 
ink. tdiad idlids dita dibbidienotracdampekon ti guns 33 33 34 0 
DROTIITRORE TNO ois cicnitegs ied niin elses bods ont 29 71 0 0 
ee es eee oe tk Ce aa 29 57 7 7 
SN IIS oe eek ote Lalanu can ceucpsbahccasnna 22 22 22 34 
Corenmieaie 002i.) doco kode LL dk 10 53 21 19 
14 18 


NN aS ind sania tees atfasiahaala «tied ibe 18 50 


Source: McGraw-Hill Publications. 


Savings possible with new equipment 


According to McGraw-Hill, these savings in labor costs can be expected with 
new equipment in the textile industry : 

(a) Up to 80 percent in opening and picking. 

(b) Ten to thirty-three percent in carding, 75 to 80 percent in drawing, 
60 to 70 percent in roving. 

(c) Forty to sixty percent in spinning. 

(@) Up to 30 percent in weaving. 

(e) Sixty-five to seventy percent in slashing. 

(f) Over 60 percent in full-fashioned knitting, 75 percent in sweater knit- 
ting, 50 percent in warp knitting. 

(g) Fifty percent in fabric dyeing and yarn dyeing, 50 percent in bleach- 
ing materials cost. 

The survey then provides a short synopsis of over 100 case studies, each of 
which illustrates substantial savings due to modernization. 

Calculation of the rate of replacement and modernization is difficult at best. 
The constant lack of statistical data—which we have complained of—was con- 
firmed by McGraw-Hill and was credited with increasing the problem and dilut- 
ing the answers because the textile industry—all segments—are lumped together. 
Obviously, various sections are moving at different rates, but without the neces- 
sary data it is impossible to obtain a more accurate picture of the industry. 


Investment record 


During the decade 1947-56, that included the Korean war boom and the great 
post-World War II surge, with no industrial recession to mention, the textile 
industry investment on new plant and equipment averaged only $379,500,000 
annually. In 1956 the expenditure was $465 million or $85 million more than 
the 10-year average. In 1957 it was $28,500,000 more than the 10-year average. 

The 1956 rate of investment would still require over 20 years to completely 
replace existing industry equipment. Under a continuation of this trend against 
modernization, it is difficult to visualize anything but a continually contracting 
industry. 


Interchangeability in machines 


A most consequential aspect of the modernization program in the textile indus- 
try is that the new machinery is far more flexible than that being replaced in 
that most of the equipment installed during the past 5 years is capable of effi- 
ciently handling the 4 major fibers interchangeably—cotton, wool, silk, and 
synthetics. 

This latest internal development in plant facility is breaking down the lines 
between the old established operations and to cause them to become less dis- 
tinguishable. 

The president of the American Textile Machinery Association, in his initial 
testimony to the subcommittee, reflected on this subject in these words: 

“This accelerated research activity on the part of American textile machine 
builders—in addition to cost and efficiency factors—have made it possible for 
mills to adapt to multifiber production. Cotton, synthetics, woolens, and 
worsted are being used, respectively, in one-fiber operations or are being inter- 
changed and used in blends and mixes. In addition to natural fibers—cotton, 
wool, and silk—there are today 26 different synthetic fibers, which are in gen- 
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eral production and consumer use only because modern mill equipment is de- 
signed for flexibility of production. The machines of today which can be 
converted from one fiber’s use to another on short notice allow versatility of 
production, unknown in mill operations in 1937, and in little practice 10 years 
ago.” 

Significance of development 

Quite obviously, this convertibility means that the economic well-being of one 
fiber will more directly affect the others because of production shifts to acecom- 
modate the more popular. There is also the possibility that, with mixes and 
blends increasing in acceptance, greater interdependence between the fibers may 
result, with the subindustry segmentations being erased. 

In another sense, this new equipment may mean the beginning of more sta- 
bility in the industry by tending to level off the boom-and-bust cycles through 
increased equipment utilization on strong item demands. Furthermore, opera- 
tional expenses should be reduced, since machines need not stand idle if a par- 
ticular fiber is not attractive at the time. 

Modernization of a plant will result in greater efficiency and lower costs. 


Increased labor productivity 


Hand in hand with the technological advances that have been made in pro- 
duction facilities in the years since the end of World War II, the average in- 
dividual productivity of the textile worker has also increased substantially. 

An estimate of this added productivity was given by Victor Canzano of the 
Textile Workers Union of America at the Providence hearings. He stated that 
“* * * manpower productivity has risen from 7.8 linear yards in 1947 to 11.6 
linear yards in 1957, an increase of 50 percent per hour.” He thought that man- 
power requirements in the textile industry had been reduced by about one-third. 

At the Clemson hearings, Frederick A. Best, president of the Mayfair Mills at 
Arcadia, and also vice president of the South Carolina Textile Manufacturers 
Association, estimated that industrywide productivity had increased by 48.7 
percent since 1947. He declared that spinners were now capable of producing 
12,000 yards of yarn in a single 8-hour shift and that weavers could produce 
3,800 yards of cloth in the same period. 


Summary of section 


Although we have not considered many aspects of the domestic textile indus- 
try problems, we believe that we have touched upon most of the more significant 
ones. 

We have pointed out that mills are being liquidated because some are moving 
to other geographical areas for what they consider to be economic advantages; 
others are closed down by financial manipulators without regard to the opera- 
tions of the mills involved for tax purposes; some for mismanagement; still 
others are the victims of consolidations and mergers for more efficient pro- 
duction. But the fact remains that as an integral part of our free-enterprise 
system, many mills are the casualties of simply being unable to compete with 
their associates for the available customers. 

Workers are losing their employment because mills have closed down and 
because of their own greater productivity and that of new machines which have 
reduced the number of workers necessary to manufacture textiles. In addition, 
there is considerable friction between labor and management that is not helpful 
to any real solution to the problem of technological improvements and employ- 
ment. 

Cotton itself as a fiber and as a finished product is facing increasing competi- 
tion and losing ground to manmade fibers and to nonwoven textiles. 

These are the problems we have explored and it is noteworthy that, almost 
without exception, all of the conditions being complained of as industry diffi- 
culties existed long before there were any imports from Japan. Moreover, so 
little comes in from Japan that these imports can hardly influence the inherent 
internal weaknesses and woes of certain segments of the textile industry 
which—by and large—continue to operate with a fair profit record in relation 
to invested capital. 


Are Japanese imports responsible for industry troubles? 


Inasmuch as so many witnesses before the subcommittee used Japanese tex- 
tile imports as the scapegoat for domestic industry ills, it is refreshing to observe 
that in response to specific questions regarding these maligned imports, a labor 
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leader and an industry official frankly conceded that Japanese imports were not 
the basis for any significant difficulties. 

At the Washington hearings, Chairman John Pastore of this subcommittee 
asked this question of Solomon Barkin, who as research director of the Textile 
Workers Union of America is one of the most qualified individuals in this country 
as far as the industrywide problems of domestic textiles are concerned: “Is it 
your position that if we, tomorrow, stopped completely the importations of tex- 
tiles from abroad, we would still have a sick industry?” 

Mr. Barkin replied: “We will go further. If we stopped all imports and we 
got all of the ICA [International Cooperation Administration], $96 million of 
ICA money for American textiles, we will not have solved our problems.” 

Officially, the union takes the attitude summed up in their publication Textile 
Labor: “* * * if all foreign trade in textiles were stopped—exports as well as 
imports—this country would suffer a substantial loss of business and employ- 
ment. 

A representative of management, Richard B. Wolf, vice president and general 
manager of the MKM Hosiery Mills in Manchester, which has millions in Massa- 
chusetts, New Hampshire, South Carolina, Texas, and Puerto Rico, defended 
his beliefs under direct questioning at the Concord hearings. 

He made it clear that “* * * I hardly see that we can blame on relatively 
small Japanese imports, dollarwise, the plight of the textile industry, which is 
mostly that those of us who have been in textiles for a number of years know 
has been going on, except for the fill-up of the war, for decades * * * 

“They (mills) would have shut down anyway, many of them, whether there 
was Japanese imports or not, a pound or a yard of it, because you are in a cycli- 
cal business. These companies in many instances were not set up for their 
production costs angle. I know whereof I speak.” 


THE NATIONAL INTEREST INVOLVED 


In any consideration of the problems of a single domestic industry that re- 
quests “protection” for foreign imports, the plea of that particular segment of 
our economy should be placed in the perspective of our national interests. 

To begin with, it should be recognized that only during this past session of 
the Congress, a 4-year extension of the so-called reciprocal trade agreements 
program was enacted by an overwhelming bipartisan majority in both the Sen- 
ate and the House, and signed into law by the President... By this action we 
served notice to our own citizenry and to the countries of the free world that 
we were reaffirming our quarter-century policy of encouraging international 
trade and commerce on a mutually beneficial basis as in the national self-interest 
of all the people of all the Nation. 


Protection for some endangers all 


Moreover, we must keep in mind that “protection” for 1 industry however 
large may well mean another section of our economy may suffer correspondingly 
or even more, for trade is a 2-way proposition which in actual operation for our 
United States results in greater sales of our exportables abroad than in our 
purchases from foreign sources. Last year, for example, according to Secretary 
of Commerce Weeks in testimony on behalf of the trade agreements extension 
bill, the United States exported approximately $19% billion worth of American 
manufactured articles, raw materials, and foodstuffs, exclusive of military aid. 
In this same year period we imported only $13 billion in foreign merchandise. 
The balance of trade, which helps to promote the general economy of the coun- 
try, was more than $6 billion in our favor. To risk such an overwhelmingly fav- 
orable trade balance for any particular industry or segment thereof is a question 
of grave national importance. 


Trade balance favors United States 2 to 1 


As far as trade between the United States and Japan is concerned, the United 
States is Japan’s best market, while Japan is our second biggest buyer of all 
our exports (second only to Canada) and the first in the purchase of our agricui- 
tural products, especially those in surplus. Last year, according to Japanese 
Government statistics, Japan bought $1,430,863,000 in American goods, while 
selling us in return only $636,425,000 for a trade balance in our favor of more 
than half a billion dollars. 

Turning specifically to the subject of textiles, we find that last year Japan 
exported to the United States, on a foreign exchange basis, $188,797,000 worth 
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of textile and fiber products. In this same period the United States exported 
textile and fiber items to Japan amounting to $252,259,000. In other words, we 
sold Japan textile and fiber products totaling almost $6314 million more than she 
sent us. 

Included in the above figures are some 2 million bales of raw cotton that 
Japan purchased in the cotton year 1957 alone, an amount equivalent to the 
total annual cotton output of South Carolina, North Carolina, Georgia, and 
Alabama. Volumewise, less than a tenth of this was shipped back to the United 
States in manufactured cotton textiles. Dollarwise, the United States sold raw 
cotton to Japan worth $224,524,000, while buying from Japan cotton textiles 
valued at only $53,793,000, for a favorable balance of $170,731,000. Signifi- 
cantly, too, Japan’s sales of cotton textiles to this country decreased in 1957 by 
some $10 million from 1956 and by some $11 million from 1955, while her raw- 
cotton purchases increased in 1957 by some $58 million from 1956 and by some 
$100 million from 1955. Trade balances in cotton exchanges alone in our favor 
in 1956 were $102,614,000 and $61,230,000 in 1955. 

These statistics reveal that while Japan does export cotton textiles to this 
country amounting to less than 2 percent of our domestic production, she pur- 
chases about a fourth of all the raw cotton sold by the United States abroad. 

It would appear to be simple arithmetic to realize that if Japanese textile 
imports into the United States were substantially reduced, Japan would not 
be able to purchase as much raw cotton as she presently does, let alone the 
multitude of industrial and farm products and raw materials that she does. 

With the continued withdrawing of our troops from Japan, and the resultant 
loss in military expenditures, it will become increasingly difficult for Japan to 
earn the dollars with which to maintain trade with our country. To deny or 
reduce the ability of a customer who annually buys more than twice as much 
as she sells to us is not good business no matter how you look at it. 

Of all the nations of earth, Japan, probably more than any other country, 
must trade to survive. With limited land and even more limited natural 
resources, she must trade in order to live. Her energetic manpower constitutes 
her only real natural resource. 

The United States, on the other hand, while lacking unlimited labor rsources, 
is rich in land, capital, and management. 

Thus, the United States and Japan have developed mutually helpful commer- 
cial relations under the reciprocal trade agreements and other programs, trade 
relations which should be encouraged and expanded for the common good. 


Egports depend on imports 

During these hearings, spokesmen for the domestic textile industry have 
deplored what they consider to be the loss of former world markets and have 
requested action that will enable them to once again compete freely for 
customers abroad. 

If we may respectfully suggest, it is not becoming to ask other peoples to 
buy our. textile articles when we attempt to deny other members of the com- 
munity of free nations access to our own markets. 

In this conection, it is worth recalling that neighboring Canada is considering 
restrictions on our textile exports to her on the grounds that our industry con- 
siders Canada as a kind of “dumping ground” for surplus items. In argument 
before the tariff board in Ottawa earlier this year, representatives of the Cana- 
dian industry raised many of the identical objections to our trade with her that 
the domestie industry is presently raising with this subcommittee. The only 
exception of course is that the wages paid to the workers in our mills are higher 
than Canada’s, which merely confirms our position that more than wage differ- 
entials determine the competitivity of textiles both at home and abroad. 

Our textile industry cannot have it both ways. It cannot in good conscience 
request restrictions on imports while demanding a greater opportunity to 
compete for world outlets. As a matter of fact, in many third countries, Ameri- 
ean textiles outsell Japan’s and our total textile exports to the world consistently 
are higher in dollar value than our textile imports from every foreign source. 
The Bureau of Foreign Commerce of the Department of Commerce reports 
that the total of cotton fabrics, apparel, and related manufactures, for example, 
exported in 1957. was $249,900,000 against $130,700,000 in imports. In 1956, 
exports were $236,900,000 and imports $147,500,000. In 1955, exports were 
$239,900,000 and imports $116,300,000. In 1954, which is as-far back as the 
report goes, exports were $262,400,000 and imports $72,900,000. 
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Alleged unfair competition 


But, interposes our textile industry, Japan engages in unfair competition 
in her export commerce with the United States. 


Textile industry not rebuilt with United States funds after war 


They allege that Japan’s devastated textile industry after World War II 
was reconstructed and rehabilitated with United States financial aid, which 
means that Japan’s modern and efficient textile industry, paid for by American 
taxpayers, is repaying our kindnesses with textile items that threaten the do- 
mestic industry not just with injury but with extinction, according to domestic 
spokesmen. 

When the (Boggs) Subcommittee on Customs, Tariffs and Reciprocal Trade 
Agreements of the House Committee on Ways and Means visited Tokyo in early 
December 1956, Kojiro Abe, chairman of the All Japan Cotton Spinners Associa- 
tion, speaking in behalf of the textile industry of Japan, categorically denied 
this charge. He explained how certain United States raw cotton was made 
available to them, but he insisted that this raw cotton was paid for by the 
Japanese companies. As for direct financial aid from this country for the re- 
building of factories and the purchase of machinery, Mr. Abe emphasized that 
the Japanese industry was reconstructed largely with loans from private 
sources, mostly banks, and repaid with interest to them. 


Cheaper raw cotton 


Japan purchases raw cotton on the world market at prices about 20 percent 
lower than that paid by the domestic industry, including surplus United States 
raw cotton, is another accusation hurled at the Japanese. 

Japan should not be blamed for the agricultural policies of the United States 
Government and the Congress. Rather, she should be thanked for purchasing 
this raw cotton from us, instead of other countries, thereby helping to reduce 
our surplus supplies materially. After all, Japan has to pay for this raw 
cotton. And if she did not buy our raw cotton, it might still be piled high in our 
warehouses. 


Low-wage differential unfair 


The basis for the unfair competition argument stems from the admittedly 
low, by American standards, wages paid by the Japanese industry to its work- 
ers. We have devoted considerable space to the discussion of this situation in 
our submission. We offer in rebuttal the obvious fact that wages alone do not 
determine the competitivity of textiles. If it did, then the United States could 
not dominate 60 percent of the Canadian market, while Japan enjoys only 7 
percent of the same outlet. Yet, Canada’s wage scales are lower than those 
in this country. Moreover, in certain textiles, the United States can outsell 
Japanese competition in certain third countries. 


Japan’s imports too large 


That Japan ships too many textiles into this country is another claim that 
requires examination. Percentagewise, Japanese imports of cotton textiles are 
only about a tenth of the amount of raw cotton she purchased in this country 
in 1957. In terms of United States cotton textile production, it represents only 
about 2 percent. Furthermore, the United States exports more cotton textiles 
to Japan than Japan exports to us. 

Nevertheless, in order to perfect orderly marketing practices and to satisfy 
what we consider to be unjustified criticisms of Japan’s import totals, the Japa- 
nese Government and industry imposed a voluntary export quota on her cotton 
textile exports to this country which was substantially below her high total of 
exports in the postwar period. Japan did this as a matter of good will and in- 
ternational comity. Also, in 1957, the first year in which the export quotas were 
operative, Japan was unable to fill her own limitations. 


Concentration of imports 


That Japanese cotton textile items seem to be concentrated against a rela- 
tively few domestic articles is also denounced by the domestic industry. The 
answer is that it is only in a relatively few areas that Japanese imports can 
compete with American merchandise. These are mostly in those commodities 
that require considerable labor, for that is the foundation on which the Japanese 
economy is based. 
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If Japan could diversify her textiles, we are confident that she would. But the 
realities of the economic situation in the world, of fashion items, of design and 
color factors, of the many handicaps faced by the importer, of prohibitive 
tariffs—these are among the many reasons that restrict an effective demand to 
limited lines of Japanese cotton textiles. 

Under the voluntary export quotas, Japan’s exports of all cotton textiles are 
determined in advance. These ceilings as to both categories and individual items 
are known to the trade in advance. So, there is no secret about Japan’s exports, 
or the total that she may ship to this country item by item. 


Imports depress industry 


The real threat of Japanese cotton textiles is not so much in the amount, 
but in its effect on domestic prices, the so-called depressive reaction. This is an- 
other allegation that does not square with the facts. Under the voluntary export 
quota, since the United States industry knows in advance the total of individual 
items as well as the categories and the overall figure, it can hold their prices in 
line with their knowledge. Furthermore, because Japan’s restrictions are public 
knowledge, certain domestic articles may be priced higher to take advantage of 
any shortage. Finally, Japan’s cotton textile imports are so few that they cer- 
tainly cannot affect the giant American textile industry whose own distress 
sales practices have a considerably greater impact on the American and world 
markets. Again, referring to Canada’s experiences, when a major United States 
producer decides to unload an unpopular line or surplus quantities, not only 
Canada but the world textile market may be severely affected. So too would 
the domestic market. 


Profits result for a few 


Another common misunderstanding is that Japans’ export spinning mills and 
textile industry are controlled by a few rich individuals and families. Under 
this misconception, it is argued that whatever profits accrue from trade with 
the United States is pocketed by already wealthy families. 

While this condition was true before the war, the reverse is now the case. Al- 
most 50 percent of the 566,980,000 shares issued by the Big Ten spinning mills, 
which supply most of the yarn and fabrics for export, are owned by small stock- 
holders with less than 5,000 shares each. Each share is worth ¥50 or about 14 
cents, except for those issued by 1 spinner, whose stock value is listed at ¥100. 
At official exchange rates, ¥360 is equal to 1 of our dollars. Also, 138,154 stock- 
holders own 81,764,757 shares. Another 100,921 individuals own 163,927,295 
shares. All this illustrates the diversity of ownership of textile mills in Japan 
and means that whatever dividends are earned from the export trade to this 
country will help the general economy and standard of living in Japan. 


Need to equalize costs 


With a view to overcome Japan’s economic advantage in labor intense pro- 
duction, some domestic industry spokesmen have called for an equalization of 
costs, The relatively low wages paid in Japan is the background for this 
suggestion. 

International trade and commerce is based upon the economic differences 
that the various nations enjoy in relation each to the other. A country like 
Japan abounds in manpower, but lacks land and capital, which are plentiful in 
the United States. 

If all costs of production were equalized, there would be no trade or com- 
merce between nations. And the greatest loser in such an impossible situation 
would be the United States, the major industrial, commercial, and financial 
nation in the world. ; 


Consumer should be considered too 


We have summarized and tried to comment on what we remember to be the 
principle misconceptions, misunderstandings, and misinformation regarding 
Japanese cotton textiles imported into this country that were called to the 
attention of this subcommittee during these extensive hearings. 

We are convinced that our national interest, and our international concerns, 
required it. 

In concluding this plea for the national interest involved in imports of cotton 
textiles from Japan, may we refer again to what we believe to be the funda- 
mental right of every American to be able to purchase articles of his choice at 
the prices he can afford and is willing to pay. Domestic and imported articles 
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should vie for his purchases. This is basic to the free enterprise system under 
which this Nation and all its industries have fared so well. 


THE INTERNATIONAL CONCERNS 


The powder keg that is Quemoy and Matsu serves to remind us that, through- 
out the world, we are faced with the gravest threat in our history, including 
actual attack on our American homeland. We need more than ever before 
allies who will stand with us against the common foe and help guard our 
ramparts of freedom on earth. 


Defense Secretary's appraisal 


Secretary of Defense Neil McHlroy described the tense situation in a troubled 
world today in these words: 

“The Free World today is truly engaged in a new kind of war. ‘Cold’ war 
does not exactly describe it because weapons are being used and heat is being 
generated. The weapons are economic, psychological, and political. We have 
little choice concerning whether we fight this war or not; we are in it. It is 
of vital importance that we not only hold our own with these nonmilitary 
weapons but also make gains, for two reasons: first, if we use the economic, 
psychological, and political weapons effectively the chances of ever having to 
use military weapons are diminished; secondly, if we do have to defend our- 
selves militarily, our position will be measurably stronger [for our allies will 
also be stronger. because of trade with us].” 


Secretary of State on Japan 


Secretary of State John Foster Dulles reminds us that Japan is the only indus- 
trial nation in the Far East. 

“In the period of the early thirties, when world markets were closing and 
international trade declining, the leadership of Japan passed to those who be- 
lieved that Japan, in order to earn a decent livelihood, would have to impose 
its rule over China and southeast Asia to insure adequate markets and sources 
of raw material. That led to war. Today the Soviet Union and Communist 
China eagerly covet the use of the industrial potential of Japan for their mili- 
tary and economic warfare purposes. The Japanese resist that unholy alliance. 
But surely our trade policies ought to help make it possible for Japan to gain 
a livelihood within the free world * * *. Unless we have enlightened trade 
policies, we shall risk losing all that we thought we had won at so grievous a 
price [in World War II]}.” 


Assistant State Secretary’s plea 


Walter S. Robertson, Assistant Secretary of State for Far Eastern Affairs, 
cited Japan recently as a specific example of the importance of unhampered 
trade relations to our international commitments. 

“Here is a country of greatest consequence to the United States. Commer- 
cially, it is our second largest market, purchasing in 1957 some $625 million 
more of goods from the United States than we bought from Japan. 

“Strategically, it is one of the world’s four major industrial complexes. Po- 
litiecally, it is a leader in Asia and is playing an increasingly important role in 
the economic advancement of free Asia. 

“Our relations with Japan today are good and of great mutual benefit, but 
let us be under no illusions: Japan must trade to live. If the United States 
starts down the path of increased trade restrictions, then other countries will 
follow suit, and all of this will have deep and far-reaching consequences. 

“Having Japan’s huge industrial-mercantile complex humming for Sino-Soviet 
account is something the Communists dearly seek. 

“It would cause a significant, quite possibly a disastrous shift in the world’s 
power balance, and the secondary effects on the rest of the world are not hard 
to imagine.” 


Japan—Capitalism’s Asia showcase 


Aside from the free world defense support that Japan offers to the United 
States, it is also important to us that Japan be encouraged to raise her standard 
of living. It should not be forgotten that Japan is capitalism’s only showcase, 
as well as that of democracy, in all of Asia. 

The Chinese on the mainland, the nationals of the newly independent nations, 
the hungry peoples of Asia and Africa—all look to Japan to compare her 
achievements with those of the Soviet Union and Red China. 
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On Japan’s showing in her struggle to present her people with the opportuni- 
ties that the free enterprise system offers, may well depend the ultimate decision 
of the world’s masses to join our grand alliance of free nations, or to allow them- 
selves to become slaves of communistic imperialism. 


Japan’s textile industry pro-United States 


Japan’s textile industry is the largest industry in Japan based on out-of-fac- 
tory shipments. It is also the industry that employs the most individuals. It 
is comparable to the steel and automotive industries of the United States in that 
the economy of Japan depends substantially upon the prosperity of the textile 
industry. 

By happy coincidence, it is also the industry that historically is most pro- 
United States. For almost a century now, the Japanese cotton textile industry 
has been purchasing raw cotton from this country. This is the industry that 
probably enjoys more personal contacts here over a long period than any other 
Japanese enterprise. This is the industry that can be most influential in shaping 
Japan’s political and economic policies. 


Textile industry's labor unions pro-America too 


Because their employers are oriented to the United States, so are the workers 
of the Japanese textile industry. 

While it is well known that the biggest overall labor union in Japan is close 
to the left, and perhaps even dominated by fellow travelers, the textile workers 
are organized by tthe independent, aggressive Japan Federation of Textile 
Workers Union, which covers the entire textile industry. This union is affiliated 
with the International Confederation of Free Trade Unions to which our AFL— 
CIO belongs. It is also affiliated with the International Federation of Textile 
Workers Associations, of which the Textile W'orkers Union of America also is a 
member. 


Official United States policy to help Japan 


It is clear that it is official Government policy to encourage trade with Japan, 
including in cotton textiles, in order that she may be able to remain in the orbit 
of free peoples. 

At the same time, it is well known that the Communists both in Moscow and 
in Peiping are attempting to woo the Japanese into their political scheme by 
offering trade inducements. They even tried to influence the last national elec- 
tions by trying to embarrass Prime Minister Kishi in his nonrecognition policy 
toward Red China. 

In the light of all of these considerations, we urge that no additional re- 
strictions be requested or imposed on the importation of Japanese cotton tex- 
tiles. The current Government of Prime Minister Kishi and the traditionally 
America-oriented cotton-textile industry and trade-union members should not 
be made the targets of any program that will militate against our international 
and trade relations with the Japanese. 

This is especially true in a world in which many nations have imposed quan- 
titative limitations on Japanese imports. The United States, as the one to gain 
the most from liberal trade policies, should not now bow to the demands of the 
protectionists when so much is at stake for our country and the world. 


Red China’s threat to world cotton trade 


In the past several years, Communist China has developed her cotton textile 
industry into a weapon to be used against Japan, and other countries with 
cotton industries. The Japanese, and those in Hong Kong and India, who are 
aware of this threat, are most fearful of its consequences, for they know that 
Red China can successfully steal their cotton-textile markets in southeast Asia. 

Trade is an instrument of national policy in Red China’s hands. Goods are 
exported to underdeveloped countries to be sold without consideration of pro- 
duction costs, and as a propaganda device to show the newly independent peo- 
ples of Asia and Africa that communism can outproduce and outcompete the 
capitalistic countries. Without regard to the established rules of conducting 
business, or international trade, Red China can—and will—be ruthless about 
her cotton trade war. She does not have to supply her own peoples’ needs; she 
grows her own raw cotton; she can use her slave labor force; she can undersell 
anyone. Indeed, a recent survey made by the Japanese cotton industry showed 
that the Red Chinese are now selling their products 50 percent under their 
home market price in southeast Asia. 
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The most recent reports are almost unbelievable. We do not vouch for their 
validity because we know that Communists are not concerned with the truth; 
nevertheless, because of their implications for the United States textile in- 
dustry, we feel that they should be brought to the attention of this subcommittee. 

According to reports from Peiping, their estimate for their raw cotton crop 
for the 1957-58 cotton year is approximately 16 million bales. This is compared 
to our estimates of our production of about 11,700,000 bales. The Red Chinese 
estimate for the current cotton year is twice the reported crop of 7,560,000 bales 
in 1956-57. If this is accurate, it will be 27 percent more than our own crop. 

It is questionable that even Red China, with her forced methods of agri- 
culture—increased crop yields, development of irrigation systems, heavy use of 
labor—can double crop production in a single year. 

Even more threatening is their announced raw cotton crop goal for the 1958-59 
season—24 million bales, or about twice our own production. With this tre- 
mendous amount of raw cotton to dump on the world market at will—as they 
have done with tin and aluminum—without any consideration of price, Red 
China’s economic war with the West will be really underway. 

Red China may not achieve her goal next year, but she will continue to slave 
for it until she does. Then, from our point of view, Red China will have an 
even more attractive lure for Japan than ever before. 

The capabilities and the culpabilities of Red China with her raw cotton and 
cotton textiles as effective weapons in her economic arsenal should be sobering 
thoughts for all of us to contemplate seriously, for the implications for the cotton 
textile industries of the free world are plainly there. 





SUGGESTIONS 


The purpose of our submission is to provide the subcommittee with as useful 
information as is currently available to us regarding Japanese cotton textile im- 
ports into the United States in the hope that the subcommitee will thereby have 
a better understanding of all the many implications involved in the problems 
of the domestic textile industry. In addition, we have attempted to describe 
the domestic textile industry as we see it in its competitive position. 

Secondly, we are submitting herewith a few, though important, suggestions 
that we feel are necessary to unblock the major obstacles to a greater under- 
standing of the problems of the domestic industry. 

1. As the subcommittee itself is no doubt aware, there is an alarming lack 
of reliable—in depth—information and data about the specific operations of al- 
most all segments of the entire textile industry. Some general industry infor- 
mation is available, but with the many divergent forces within the industry, 
summary data fails to reveal how most suggestions and proposals will affect the 
various portions of the overall industry. 

For example, if the subcommittee feels that additional consideration should 
be given to the study of accelerated tax depreciation for modernization, under 
present limited statistical information, the subcommittee is unable to ascertain 
how such aid would affect small garment manufacturers, or if it would have to 
be coupled with an industry loan program to provide even modernization funds 
where they are needed most. 

2. In line with the stated objectives of this subcommittee—to clearly establish 
the nature of the industry problems in order to form a basis for corrective 
action—we are convinced that this inquiry should be carried forward and per- 
haps expanded into a joint congressional or Presidential committee or commis- 
mission—with the various public interests represented—with subpena powers 
in order that the necessary information on individual operations may be se- 
cured from accurate primary sources. This is not a criticism of the subcom- 
mittee’s study but a suggestion to supplement it with the kind of depth infor- 
mation that is so necessary for effective aid to the portions of the industry re- 
quiring Government aid. 

3. Our information is that the expanding noncellulosic and nonwoven por- 
tions of the industry is apparently expending the great bulk of the industry’s 
research funds. In addition, some governmental research is going on looking 
to the improvement of natural fibers. 

Encouragement of the cotton textile industry requires—in our judgment— 
expansion of end items. Accordingly, we suggest that research for additional 
uses of cotton for end products be undertaken by appropriate agencies. 
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4. In the belief that: the domestic cotton industry should not be required to 
subsidize the cotton farmer, we urge that the domestic industry be permitted 
to purchase cotton at world prices. 

This will allow cotton to retain and perhaps regain considerable ground lost 
to the synthetic and nontextile fields. 

5. Mindful that human beings are involved in the economic tragedy of liquida- 
tions and shutdowns—regardless of the reasons therefor—we endorse the enact- 
ment of legislation to aid “depressed areas’—individuals, companies, and com- 
munities—toward a more promising and prosperous future. 


AMERICAN IMPORTERS OF JAPANESE TEXTILES, 
MIKE M. MASAoKa, Washington Representative. 
Sam IsHIKkawa, Secretary. 


STATEMENT OF MIKE M. MASAOKA, ON BEHALF OF THE AMERICAN 
IMPORTERS OF JAPANESE TEXTILES, INC. 


Mr. Masaoxa. Mr. Chairman, my name is Mike Masaoka. I am the 
Washington representative of the American Importers of Japanese 
Textiles. 

Before beginning my discussion of the question of cotton textiles, I 
have been requested to make some comments regarding silk imports 
into the United States. 

On Monday Milton H. Rubin, president of the American Silk 
Mills, Inc., testified before this group. At that time he commented 
that he was the vice president of the American Silk Council and, 
therefore, perhaps gave.a coloring to his statement that the American 
Silk Council endorsed his point of view. 

I have been told by some who are also members of the American 
Silk Council to say that Mr, Milton H. Rubin was not speaking for 
the Silk Council, and, therefore, he was speaking only for himself. 

As far as silk is concerned, it is interesting to note that in spite of 
the difficult. picture painted by Mr. Rubin, the total United States 
consumption of silk has been going up, even though it is rather slight. 
In 1955, the total United States silk consumption was 66,121,000 
square yards. In 1956, this increased by about 2 million square yards, 
and in 1957 it reached the total of 80,199,000 square yards. 

Now, out of this total United States consumption, the Japanese 
imports are not competitive for the Japanese by the very nature of 
their industry cannot produce the same goods as are manufactured 
here. By the nature of their factory setup, they are only able to 
paainee generally in the 10 momme or less category, the lightweight 

Apenene silks, pongees, and spun silk. 

he American construction is considerably higher, 12 to 20 momme. 
Now in 1955, 83 percent of all silk fabrics imported into the United 
States were in this absolutely noncompetitive area, and in 1957, 2 years 
later, this percentage had increased by 5 percent, so that today, or 
last year, 88 percent of all the Japanese silk fabrics imported into 
this country were absolutely noncompetitive. 

Mr. Rubin made quite a point of the great decline of raw silk usage 


in the United States. We contend that this is due to many factors 


other than the fact that Japan may be sending in an increasing 
amount of fabrics. Most important, of course, is the fact of syn- 
thetics competition. Now I need not remind any of you of the great 
change that has come over the use of silk consumption. Originally, 
it was used mainly for silk stockings, Now the ladies are using 
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nylons. This is one example of the great change that has come about 
in the use of this particular fiber. 
Senator THurmonp. Are nylons tougher or do they make the legs 
look prettier, which ? 
Mr. Masaoxa. I think it may be a little of both, although there are 
ar who still think silk is a finer fashion, Juxury fabric for pretty 
egs. 





I think it is interesting and important to note, Mr. Chairman, 
that most of the silk mills in the United States also produce synthet- 
ics. It would be worthy of this committee to check into what per- 
centage of these mills produce silk fabrics as compared to their 
synthetic fabrics and how they use one fabric against the other in 
order to take advantage of certain conditions. 

As a matter of fact, we would go so far as to suggest that there is 
no United States silk industry as such, but even as the Department 
of Commerce and the Bureau of Census point out, it is a silk and 
synthetics industry. 

Another point which we wish to call to your attention is that there 
is a rather inconsistent tariff structure on silk goods. For example, 
the tariffs on silk greige oe is now 30 percent ad valorem and on 
fabrics 22% percent ad valorem. We suggest that in order to encour- 
age the use of greige s in the American market the tariff be re- 
duced to be comparable to that on fibers; namely, 2214 percent. 

Finally, Mr. Chairman, Mr. Rubin said that he would take this 
case to the Tariff Commission for relief. We agree that this is not 
the proper forum to discuss the various aspects of this particular 
case, but we wish to point out to you, Mr. Chairman, that silk, tradi- 
tionally and historically, is a Japanese institution, and that silk weav- 
ing was taking place in Japan long before America was even discov- 
ered. We think that certainly in this field, if in no others, the 
Japanese should be given considerattion for the importation of their 
product. If and when this matter is before the Tariff Commission, 
we shall answer all questions and charges at that time. 

Now, Mr. Chairman, I come to the major portion of my discussion, 
namely, that of Japanese cotton imports. 

I know that time is short and I knew we would not be given suffi- 
cient time to really discuss this case, particularly in terms of the time 
taken by the domestic industry and others. We, therefore, prepared 
a very detailed statement for submission, with the deliberate purpose 
of trying to provide many of the answers which have not been given 
as yet, and to try to give this committee the kind of information 
which we think will be helpful to it in working out a national trade 

olicy, and a textile policy that will be in the national interest of the 

nited States, including the consumers and the security and the safety 
of our Nation. 

Our particular submission is constructed in such a manner that 
we believe that the reading of the table of contents indicates our posi- 
tion generally on the question of Japanese cotton textile products. 

We contend, first of all, that Japanese imports are negligible in 
quantity. Then we explain why cotton imports are so negligible in 
total amount. Our next section points out the very limited future 
potential of the Japanese industry in spite of the speculation that 
others have made. 
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We go then into a very important and very controversial subject 
which is greatly misunderstood in this country, namely, the wages and 
labor structure within the Japanese cotton textile industry. 

You will note, Mr. Chairman, that this is perhaps longest section of 
our entire submission, which indicates that we have tried to detail as 
much as possible some of the factors which make the wage and labor 
situation in Japan not as extreme and not as unfair competition, if 
you will, as some have suggested. 

After talking about the wage structure, we explain that Japan has 
deliberately and voluntarily imposed export quotas as a means of 
carrying on orderly marketing practices in the United States. We 
raise again the question of the consumer interest in imports, and then 
we discuss what we consider to be a very important matter; that major 
domestic textile problems are not related to imports, and that even 
if tomorrow you could cut off the flow of imports completely, you 
would not solve the problem of the American textile industry. 

We see this not only as a problem of one industry, but we visualize 
this as a problem of our national interest, and Leveled that, with 
international implications. 

And that, Mr. Chairman, outlines our submission, which I hope 
will be incorporated into the record for the benefit of the subcom- 
mittee and others. 

And, if I may, Mr. Chairman, I would like to summarize and com- 
ment on some of the major arguments which have been presented from 
time to time to this subcommittee. 

We have, Mr. Chairman, audited personally the hearings in Wash- 
ington, Charlotte, and in Providence, as well as here in New York. 
We have read carefully all of the printed transcripts, and we find 
running throughout the entire hearings the theme, which attempts to 
make Japanese imports, if you will, the scapegoat for the problems 
of the domestic industry. We say this advisedly, and we say this 
deliberately: Throughout the entire hearings, many fictions and fac- 
tors are alleged about Japanese imports. I would like to discuss the 
more important ones. 

Summed up, the domestic industry alleges this import competition 
is all unfair competition. 

It is unfair, we are told, first of all, because after the war, when 
Japan’s industry was devastated, it was American money that al- 
legedly rebuilt and reconstituted the Japanese cotton textile industry. 
In this connection, may we say that in December 1956, when the 
Boggs subcommittee of the House Ways and Means Committee was 
in Tokyo, Japan, investigating this subject, Kojiro Abe, chairman of 
the All Japan Cotton Spinners Association, speaking on behalf of the 
entire textile industry of Japan, categorically denied that charge. 
He did point out that the Japanese industry received cotton, surplus 
CCC cotton, after the war, but, that the Japanese industry paid for 
every bale of that cotton. 

As for direct financial aid for the rebuilding of the textile ma- 
chinery and of the factories and mills, every cent, or rather yen, 
came from Japanese sources, most of which were Japanese banks. 
These loans in every respect have been paid back with interest. 

Well, retorts the American industry, that may be true, but the 
Japanese; they buy this cheap raw cotton on the world market and 
from our surplus stocks, as if this is an indictment. 
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Mr. Chairman, Japan should not be penalized for the agricultural 
policy of our Government. But more important than that, Japan 
should not be criticized for buying raw cotton from the United States, 
because by so doing she is helping to relieve the American surplus 
production of that cotton. 

For example, in cotton year 1957 alone, Japan bought 2 million 
bales of cotton from the United States, which is equivalent to the total 
raw cotton produ“tion of your four Southern States—your State of 
South Carolina, Senator Thurmond, North Carolina, Alabama, and 
Georgia. And she returned in the way of fabricating goods and 
others, less than one-tenth of that amount, which means that instead 
of discouraging, instead of slandering Japan for the purchase of this 
raw cotton, we should thank and commend her because nine-tenths of 
what she bought went into domestic Japanese consumption or was 
sold in third markets outside of the United States. Certainly we think 
that this is significant. 

“Well, that may be true,” we are told, “but what about this Japa- 
nese wage differential? This is the real source of unfair competi- 
tion.” Well, let us examine that. 

There is no question that American standards of living and wages 
are the highest in the world. There is no question either that other 
countries, Japan included, would like to emulate, to reach and attain 
the high standards which we have, but it must not be forgotten that 
Japan’s wage structure is the highest in all of Asia. Contrary to the 
information given to this committee, if all of the various benefits 
which are explained in our submission, are added together, the Japa- 
nese wage for each individual male engaged in the industry is 45.2 
cents an hour. It is considerably lower for women, but I think it is 
important to keep in mind that the wages for men are almost equiva- 
lent and in some cases superior to that paid in European countries. 

In Japan, this cotton export textile ilinbiary pays the highest wages 
in the entire Japanese economy. Compare this to the statements and 
the testimony of our textile people here in the United States when 
they confess very sadly that the textile industry consistently is among 
the lowest here in the United States. Not only that, Mr. Chairman, 
but from 1953 to 1957, wages in Japan increased 34 percent for the 
men and 22 percent for the women. The situation is reversed here in 
the United States, for there has been practically no real wage increase 
for the textile workers. 

As far as the union situation is concerned, at the end of 1957, 90 
percent of the cotton textile industry throughout Japan was unionized 
and 99 percent of those in the spinning mills were unionized. They 
were not unionized by pro-Communist groups or leftists, but by the 
Federation of Textile Workers Union, which is affiliated with the In- 
ternational Confederation of Free Trade Unions, to whfch our own 
AFL-CIO is affiliated, and the International Federation of Textile 
Workers Association of the World, to which our Textile Workers 
Union which testified today is also affiliated. 

I think it vital in this context of this to keep in mind that of all 
industries in Japan, cotton textile manufacturing is the key industry, 
just as steel and the automobile industries are here in the United 
States. It produces the largest out-of-factory shipments every year. 
Fortunately for us, this most significant industry in Japan econom- 
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ically is pro-American oriented because for almost 100 years now it 
has been purchasing raw cotton from the United States. Not only 
this, but its textile workers union is also pro-American in its orienta- 
tion. In the labor structure in Japan, when so much of that labor 
movement is dominated by leftists and fellow travelers, it is reassur- 
ing to America to have in Japan a labor union and a key industry like 
the cotton textile industry. 

That is why I think it is so important that we do not by our own 
acts jeopardize Japan’s right and ability to stay a free nation. 

But most important, Mr. Chairman, no matter what has been said 
about wages or anything else, we contend that it is not the wages that 
determine whether Japan’s articles are competitive in the world mar- 
ket or not. If they were not, Mr. Chairman, how does one account. 
for the fact that the United States is able to send so much more 
cotton textile goods to Canada than can Japan? Sixty percent, Mr. 
Chairman, of Canada’s cotton consumption is sent in from the United 
States, yet Canada has a lower wage level than the United States. 
In contrast, Japan can supply only about 6 percent of Canada’s cotton 
textile wants. 

More than that, Mr. Chairman, we sent to the Union of South 
Africa—this is the American cotton textile industry—in 1956, and 
these are the latest figures we can obtain, 25,150,000 square yards. 
The Japanese with their allegedly low wages and alleged advantage, 
cement for the same market, could only send in 19,830,000 square 

ards. 

To Venezuela the United States was able to send in 32,880,000 
square yards. Japan was only able tosend in 28,440,000 square yards. 

You may say that the distance is so close to Venezuela. All right, 
do you know that American cotton textile exports to Korea and to 
the Philippines exceeded the Japanese exports to those same areas. 
which are practically next door to Japan ? 

In the matter of cotton fabrics, for another example, certain Ameri- 
can cloths sell for 10 cents less, Mr. Chairman, on the Hong Kong 
market than Japanese goods can sell for, which indicates to us 
American ability for long production runs, and other competitive ad- 
vantages—which, in certain kinds of textiles, make it impossible for 
Japan not only to compete with America in third markets, but even 
to compete here in the United States. 

In this particular context, I would like to quote from the United 
States Tariff Commission, when it replied to Senate Resolution 236 
in the 84th Congress. The Commission concludes as follows: 

Despite the widespread concern that has developed about imports of textiles 
from Japan, it appears that such imports are not offering serious competition to 
most segments of the domestic textile industry. The fact that some such seg- 
ments are in a relatively strong position vis-a-vis import competition, is indi- 
cated by the substantial export trade of the United States in textile products. 
The United States exports principally to countries such as Canada, Venezuela, 
Union of South Africa, Indonesia, and the Dominican Republic articles from 
the United States which enjoy no preferential tariff treatment over those im- 
ported from other countries including Japan. Indeed, the United States exports 
some cotton manufactures to Japan. 

The same situation relates to American made-up goods in third 
countries, but because of the lack of time, we will not indicate the: 
specifics of these exports. 
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But I think you must keep in mind, Mr. Chairman, that when you 
hear this argument about Japanese wages, you must remember the 
context in which it is made. No matter how low that wage is, re- 
member that it is still high enough to make Japan America’s second 
best world customer for all our exports, and America’s No. 1 cus- 
tomer in the field of agricultural goods, including those in surplus, 
year after year. 

This is Swe significant the wage structure really is. The United 
States outsells Japan in many third markets in certain goods. ‘These 
same economic realities also explain why Japan cannot send many 
items here. Notwithstanding all this, the general discussion gives 
the impression that this Japanese textile industry is absolutely 
blanketing America with imports, when percentagewise, less than 
one-tenth of the raw cotton which we sold to Japan in 1957 comes 
back to us. In 1957, in terms of production in the United States, 
total cotton imports only amounted to 2 percent. 

Nevertheless, the Japanese for purposes of good will imposed 
voluntarily an export quota. Some persons have given various inter- 
pretations about this export quota, but I want to point out, Mr. Chair- 
man, that Japan was under no obligation, under treaty or any other 
arrangement, to impose these cutbacks. When the same cries are 
made by the Canadian manufacturers against Americans, who, if you 
will, dump on the Canadian market, the domestic industry has made 
no effort of this kind. So this sincere effort on the part of the Japa- 
nese indicates that they recognize that orderly market procedures are 
important, not only in the long-term promise of the American mar- 
ket, but in terms of the present situation. 

As you know, the overall Japanese quota was set at 235 million 
square yards, which includes all kinds of fabrics and all cotton manu- 
factures sent into the United States, including about 20 different 
articles of cotton manufacture we do not even make in the United 
States, like, well, kimonos and things like that. That Japan has in- 
cluded these strictly Japanese items in her quota indicates that she 
is really trying to do something to be helpful to the domestic 
industry. 

Now in spite of this fact, Mr. Chairman, that this total export quota 
was considerably less than Japan’s high in imports in 1957, their first 
year, they were unable to meet the so-called ceilings, which was 235 
million square yards. 

According to the bills of loading, Japan was able to export to this 
country only 214,970,000 square yards or more than 20 million square 
yards less than their overall maximum. 

In every category to which this quota applies, in every category, 
Japan was unable to meet its quota ceiling. Even in ginghams, Mr. 
Chairman, Japan’s exports totaled 2,737,000 square yards less than 
the export quota. And the maximum for sheetings, shirtings, twill 
and sateen, — yarn dyed and other fabrics was some 25 million 
square yards short, and in some made-up goods there are differences 
of over 2 million square yards and in another about 1 million square 
yards by categories. a 

In other words, we could go through the whole quota listings and 
show, point by point, that Japan was unable to meet its export quotas 
in most respects. 
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While admitting that this may be true, the domestic industry asks: 
What about these transshipments? I think it should be noted here 
that although we represent the importers, there are some among our 
group who take advantage of the demand in America for a certain 
commodity and have worked out methods of trying to bring in trans- 
shipments. But the fact of the matter is that the Japanese have de- 
veloped such an effective program to prohibit transshipments, which 
are not illegal, that in only one instance did they occur, and that was 
in velveteens. And once the Japanese discovered how that was done, 
through the Union of South Africa, mind you, and Rotterdam, The 
Netherlands, when Japan discovered how it was done, even though the 
exporters were not guilty, Japan fined those exporters. And she has 
put the worldwide export of velveteens on a worldwide quota basis, 
so that in the future at least there will be no such transshipments. 

You have heard alleged charges regarding blouse transshipments, 
but investigations by the Japanese Textile Products Exporters Asso- 
ciation shows that this is without any basis in fact. 

As for handkerchiefs, gingham, and others, these were based upon 
misstatements and the actual facts show that Japan did not in anyway, 
with the exception of velveteens, allow any of these transshipments to 
take place. 

I i wish to say that we believe these export quotas, or any kind of 
quotas, are injurious to the United States economy. While I will not 
read the statement, I refer to the official conclusion of the Secretary 
of Commerce, Secretary Weeks, of May 12, 1958, which is reproduced 
on page 79 of our submission, in which he summarizes very clearly the 
inherent weaknesses of quotas, and I will quote, if I may, the last 
paragraph only. 

Any general resort to quotas on the part of the United States would weaken 
our current efforts to reduce foreign quantitative restrictions against our exports. 

Actually, the United States has been the greatest victim of quotas and stands 
to gain the most from the progress in their abolition. As a large exporter and 
as an efficient producer of products wanted by other countries, we have more to 
gain by avoiding quotas and more to lose by any action on our part which en- 
courages their greater use throughout the world. 

The domestic industry, when shown the facts regarding the small 
total of imports shifts to alleged concentration of effort. Japan may 
not send in a large quantity, it is conceded, but they seem to concen- 
trate in certain fields. Why don’t they diversify? The answer, Mr. 
Chairman is clear. If Japan could diversify more, she would, but the 
fact that because of our tariff structure, because of the economies of 
mass production, because of the realities of transportation, of fashion, 
and other relevant aspects, Japan’s actual exports which she can 
make to the United States are in a relatively small area. 

In fact, using the American Facts for Industry series as a classifi- 
cation, we have attempted to list different categories of general Ameri- 
products of cotton textile. 

One—and this is done in terms of what Japan can manufacture for 
export—one, we call no product items. These are what Japan cannot 
produce to send to this country, and these account for 579,467,000 
square yards or approximately 6 percent of our total United States 
production in cotton cloth. 

The next category of items which Japan cannot send to the United 
States are what we call prohibitive cost items, which are so expen- 
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sive for Japan to make that she cannot send them here even if she 
could make them. These account for 4,396,780,000 square yards or 
46 percent of our total cotton fabric production. 

he “occasionally exportable fabrics” that Japan can occasionally 
export here account for 3,438,000,299 square yards, or about 36 per- 
cent of our total cloth production. 

Then the “fashion items,” another category in which Japan can- 
not compete with the United States, is produced in large amounts. 

The only field in which Japan can compete regularly is the so-called 
labor intense fabrics, which account for 250 million square yards a 
year, or about 2.5 percent of our total cotton production. 

In other words, approximately 80 percent of American cotton pro- 
duction is in those categories and in those items which Japan cannot 
eapers to the United States most of the time. Against this tremendous 
volume, of course, Japanese imports are relatively small, and to as- 
cribe all the ills that have been blamed on imports by the giant 
American textile industry to this relatively minor total, we think, is 
just a little bit farfetched. 

But, we are told, it is not so much the amount of imports, it is what 
they do to the domestic market that hurts. Now this, we think, is 
something that ought to be examined carefully because this allegation 
has been repeated over and over again. 

The so-called depressive effect of Japanese textiles has been likened 
to throwing a pebble in a pool of water. Our answer to that, Mr. 
Chairman, is simply that even if you throw a pebble into a turbulent, 
stormy pool of water, it has no effect. And that stormy pool, Mr. 
Chairman, is the American textile industry, beset by so many difficult 
problems of its own that the little impact from Japanese imports has 
absolutely nothing to do with them. 

As a matter of fact, during the hearings in Canada, when the 
American textile industry had to contend with this matter, it was 
pointed out by the Canadian manufacturers that the American indus- 
try, the larger American manufacturers, often dumped on the New 
York market and on the Canadian market their surpluses, things they 
could not sell, in distress sales, and by so doing, they disrupted and 
disturbed both the Canadian market and the American market to a 
significant extent. And this, we submit, Mr. Chairman, is the fact, 
that it is the multitudinous activities of the American cotton textile 
industry that creates these so-called depressed prices, especially when 
we consider that the economics of the situation won’t allow Japan to 
send in many products. 

As a matter of record, I think the United States industry is so 
highly competitive that, here again, the United States Tariff Com- 
mission in its report to the 85th Congress, had this to say after an 
investigation. 


It is clear that textile manufacturers in Japan do not have across the board 
competitive advantages over the textile manufacturer in the United States. 
Such injury as may be caused or threatened by increased imports of textiles 
or textile manufactures from Japan or any other country is bound to be con- 
fined to a limited number of categories, most of which, experience has shown, 
will be narrow. 


Throughout these proceedings, comments have been made that this 
program of ours, which have encouraged Japanese cotton imports into 
this country, has been a farce in that America allowed Japan, and 
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invited Japan, to come into the market with the idea that Japan’s 
economy would be helped. Accusations were made that all the money 
or profits that the Japanese cotton textile industry made from its 
exports in the United States were siphoned off by a few wealthy indi- 
viduals and families who controlled the big export mills. 

Mr. Chairman, the “Big Ten” spinning mills of Japan, which do 
practically all the spinning of all the fabrics as well as the yarn that 
come to the United States, provide the information that 386,618 stock- 
holders own 566,980,000 shares issued by the “Big Ten.” The face 
value is 50 yen a share, which in our American dollars is about 14 cents, 
except for one spinner, whose stock is valued at 100 yen. The official 
rate is 360 yen for $1 in exchange. Let us look at the breakdown. 
Small stockholders owning less than 4,099 shares each represent 49 per- 
cent of the total ownership. Those owning 1,000 or more shares but 
less than 5,000 shares number 100,921. Those owning 500 or more 
but less than 1,000 are 138,154. Those owning 100 or more shares but 
less than 500 number 118,800. Those owning less than 100 shares 
number 18,543. 

Compared to the European and the American concentration of 
wealth in the hands of a few individuals and large-scale corporations, 
compared to these large-scale operations, we think the facts indicate 
that whatever little profit Japan can make in the United States import 
market is distributed rather widely among the shareholders and 
thereby a very salutary, very beneficial effect upon the Japanese econ- 
omy results from these exports. 

en we dispose of all these arguments, we always come back to 
the appeal that what we need to do is equalize the costs—equalize 
the costs presumably of labor. 

We have to recognize the economic facts of life, Mr. Chairman. 
International trade in commerce is based upon the economic differ- 
ences that the various nations enjoy in relation each to the other. A 
country like Japan abounds in manpower, but lacks land and capital 
in which the United States enjoys abundance. If all the costs of pro- 
duction were equalized, Mr. Chairman, there would be no trade or 
commerce between the nations. And the United States would be the 
greatest loser because we are the greatest exporters. 

We could grow bananas, for instance, if we wanted to, Mr, Chair- 
man, here in New York or here in this country, but it would be much 
too expensive todo so. Japan at one time tried to grow cotton. She 
can grow it if she is willing to pay the price of overcoming economic 
handicaps, but she discovered that this was economically impossible 
and impractical. So, she buys raw cotton from the United States 
where our extensive land economies make it feasible and profitable 
to grow raw cotton. 

his is the kind of exchange that goes on between the nations and 
must go on if we are going to have trade. So when you talk about 
protection for the textile industry, you provide protection not for the 
major industry as a whole, but for small segments like velveteens. 
If you talk about protection for them, what are you going to do to 
the cotton farmer? What are you doing tothe wheat farmer? What. 
are you doing to the other Americans in other industries bigger than 
these small segments of the textile industry who will lose more than 
a 2 to 1 advantage in the trade balance with Japan. 
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This is one of the fundamental factors which has got to be realized. 
Unfortunately, as one examines the transcript of the hearings, one gets 
a melancholy feeling somehow, that in the textile industry at least, the 
witnesses still seem to believe that America is just a small country 
making a beginning in the world, that we are a debtor country and 
that the balances of trade are against us. The fact of the matter, 
Mr. Chairman, is that it is completely the opposite, and the time has 
come when we must, in order to be realistic, realize that as a creditor 
nation, we should encourage trade and not try to discourage it. 

Let us assume, Mr. Chairman, that it were possible to eliminate all 
imports. What happens? Is it going to help union-management re- 
lations? I do not think so. Is it going to help the distressing of 

rices by these large companies who dump their surplus products? 
ey make millions of yards at one time; when they cannot sell it, 
they get rid of it. Imports prohibition ¢ Is this going to help? Is 
it going to help overproduction in the American industry? Is it 
going to do away with technological unemployment or changes in 
consumer preferences or fashion or styles? I used to use a cotton 
handkerchief. What do I do now? I use Kleenex. This is just one 
kind of example of changes that vitally affect the industry. 

As a matter of fact, Mr. Chairman, the 1-year growth of the so- 
called nonwoven textiles in this country equals the complete total of 
all Japanese textile imports to the United States—not just cotton, all 
across the board—1 year’s expansion in nonwoven textiles alone ac- 
counts for greater domestic adjustment than all Japanese textile im- 
ports combined. 

Would elimination of imports do away with these mill closings 
caused by tax avoidance and consolidations by management? No. 
Will imports do away with obsolete equipment? No. 

In other words, as pointed out in answer to a direct inquiry by the 
chairman, Senator Pastore, to the director of research of the Textile 
Workers Union, in the Washington hearings, as to whether the com- 
plete elimination of imports would solve domestic industry problems 
or not, Mr. Solomon Barkin replied generally that, in his opinion, 
elimination of imports would not help the situation materially. For 
this is fundamental, Mr. Chairman, these problems of the American 
industry were there long before Japanese imports ever entered this 
market, which is after 1952, and I dare say that they will exist long 
after any action is taken along any lines regarding imports. 

In conclusion, Mr. Chairman, I would like to make a plea. As a 
soldier, General, you are aware that in wartime when there is total 
mobilization, all of the people, all of the industries, are asked to 
make their contribution to the victory. Sometimes that proportion 
of responsibility may seem larger than for others. For example, I 
was an infantryman in the ETO. I walked with a gun. You, Mr. 
Senator, you were with the 82d Airborne. I dare say that the people 
who were in the supply centers and even back in the States would con- 
cede that perhaps we were bearing a disproportionate share of our 
country’s burden, but the fact remains that each of us had a job to 
do for the common cause, even as we today have a common cause with 
the free nations of the world. 

After all, Japan is capitalism’s only showcase in all of Asia, where 
perhaps the ultimate decision between freedom as we know it and 
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communism, which is being inflicted upon so many people, may be 
determined; whether that victory will be won may depend upon how 
we treat Japan in this particular field. 

Mr. Chairman, there is much more that I can say, but I am sure 
that in your wisdom and in the wisdom of the Congress of the United 
States, this whole problem of the American textile industry will be 
considered in its proper perspective—the ae it plays in our economy 
as well as the economy and the safety and security of our Nation and 
of the free world. And in this kind of context, I am sure, Mr. Chair- 
man, that you and your colleagues will give to Japan its proper share, 
its proper right, and its proper opportunity, if you will, to enable 
Japan to survive and to remain our friend and ally in the Pacific. 

ie Tuurmonp. I cannot concur in everything that you said, 
but I must say that you have made a most impressive argument. 

Mr. Masaoxa. Thank you, sir. 

Senator THurmonp. I want to ask you about one statement on page 
28, about the Victoria Mill in Rockhill, S. C. 

Mr. Masaoxa. Yes, sir. 

Senator THurmonp. You state the equipment is antiquated, obso- 
lete, and inefficient. 

Mr. Masaoxa. That is right, sir. 

Senator THurmMonpb. Have you visited this mill, yourself? 

Mr. Masaoxa. After the hearings in Charlotte, sir, we hired a Hertz 
car and drove down. This particular mill is, if I may use the expres- 
sion, across the tracks. It was closed, but it was quite obvious from 
its appearance on the outside that it was an old mill. As a matter of 
fact, contrasted to the other mills in that area, including those of the 
Celanese Corporation of America, this was an old mill. And the in- 
formation which we have been able to secure regarding this mill indi- 
cates that it was marginal for a great number of years, that, although 
it had 9,856 spindles and 246 looms, its facilities were limited to the 
peers of flat goods only. Usually less than 100 employees worked 
in there. 

We understand that the ginghams and colored goods and yarns 
manufactured there were the low-end variety, using yarns from the 
18’s to the 30’s in count. 

Now the Japanese ginghams are from 40’s or finer, and, therefore, 
it is doubtful that the ginghams fabricated in this particular mill com- 
peted qualitywise or pricewise with the Japanese goods. 

We understand, a because of the poor state of the equipment 
that the mill had difficulty in selling their output for some time. In 
fact, the selling agents were changed several times in order to promote 
sales and the mill lost money for 6 consecutive years before closing. 

Senator THurmonp. Where did you get that information ? 

Mr. Masaoxa. This information was provided to us, Mr. Chairman, 
and I simply—— 

Senator Tuurmonp (interposing) : I am trying to get your source 
of information. Now you went down there, but you did not go inside 
the mill, did you? 

Mr. Masaoxa. No, sir, we did not. 

Senator Tuurmonp. You only saw it from the outside? 

Mr. Masaoxka. Yes. 
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Senator Tuurmonp. Of course that mill, I understand, has been 
in the same family for three generations and it is an old building, but 
I was informed it did have efficient equipment, and the president of 
the mill came to Washington and talked to me about a month before 
it closed. He was almost on his knees pleading and said unless some- 
thing is done to stop the Japanese imports, it was going to put him 
out of business. He said they could manufacture and ship ginghams 
oe here and sell the ginghams cheaper than he could manufacture 
them. 

Now that was his statement to me. It seems that although he ma 
not have made too much money in years past, that he got along all 
right until these imports came in from Japan. Now that is a state- 
ment to me, of course; whether or not it is correct, I do not know. 

Mr. Masaoxa. My understanding is that this information regard- 
ing the mill was given, or was prepared by Dun & Bradstreet, and 
that a number of years before Japanese imports were substantial in 
wer this company was pene losing money. 

ow as I say, frankly, all we had was an opportunity to drive by 
and see. Our only source of information is Dun & Bradstreet. 

Senator Tuurmonp. Since the reason differs from what the presi- 
dent told me himself, I mean it aroused my curiosity because he told 
me that the reason the mill closed was because Japanese imports were 
competing so strongly and that he could not make ginghams as cheap 
as they could make them and send them over. 

Now let me ask you this: Is it correct that Japan is going into cer- 
tain categories like ginghams and velveteens, and more or less flood- 
ing the market on those categories ? 

r. Masaoxa. No,sir. The fact of the matter is 

Senator THurmonp (interposing). We had information that was 
the case, too. 

Mr. Masaoxa. The facts on ginghams, sir, are that the largest year 
of Japanese exports into this country was in 1956, 77 million square 
yards came into this country. In this particular connection, this was 
a year when American industry was unable to supply their own mar- 
ket, and a great amount of this production, well, as a matter of fact, 
during 1955 to 1957 

Senator Tuurmonp (interposing). Now, were they unable to sup- 
<- or were they able to buy cheaper from Japan? 

r. Masaoxa. My understanding was that the demand increased 
so spectacularly and quickly they were unable to supply the demand. 
These were mills such as Burlington Industries, wid the giants like 
United Merchants & Manufacturers, and Lowenstein, and the infor- 
mation which we have is that they were unable to supply rapidly 
enough the quantity of ginghams needed. 

Senator THurmonp. “What is your source of information for that, 
that they were unable to supply from American mills and had to order 
from Japan? 

Mr. Masaoxka. I think the Tariff Commission in their hearings on 
ginghams brings that out, Mr. Chairman. 

nator THurmonp. I wanted to get that on the record. 

Mr. Masaoxa. That is my understanding that the Tariff Commis- 
sion points it out. 
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You see, Mr. Chairman, very frankly there are very few items that 
Japan can send and successfully compete in. Japan can only produce 
those items in which labor is an intense and important quality. Ging- 
hams of certain kinds fit that category, but Japan cannot com 
where fashions in ginghams are concerned, where the design, colors, 
and so on are wei: simply because of the long distances involved and 
other handicaps that are involved in international trade with a coun- 
try that is 8,000 miles away. So, Japan can only compete in certain 
lines, even within the gingham field, and if Japan cannot compete in 
certain fields where labor is an important factor, then Japan as a free 
nation cannot survive at all. 

In our country where we are rich in land and rich in capital and 
management, the economics of the situation is such that there are 
many things that America can best do, and the few things that Japan 
can best do perhaps we ought to encourage. 

Senator THurmonp. I do not know how rich we are now. We owe 
more money than all the rest of the nations in the world put together. 

Mr. Masaoxa. I think lots of other countries, Japan inntiedell 
would, Mr. Chairman, trade everything they have for our debt if they 
could have what we have. 

Senator Tuurmonp. I think it is somewhat of a dubious question 
right now about our financial condition, but at any rate, I want to sa 
this, that I feel very kindly toward the Japanese people. I thi 
they are intelligent om they are hard-working people, they are 
thrifty, and they probably have more people there per square mile 
than any place in the world except Okinawa, I suspect. 

Mr. Masaoxka. It is worse in Japan than Okinawa. 

Senator THurmonp. I was in Japan and Okinawa both in the fall 
of 1956, and I learned to admire the people there very much. 

Mr. Masaoxa. Thank you, sir. 

Senator Tuurmonp. And I certainly do not want to see the Japa- 
nese people hurt. 

On the other hand, I think we have a situation here where some 
action has got to be taken to protect a lot of American jobs. Since 
World War II has ended, we have lost 345,000 textile jobs for Ameri- 
can people; 717 mills have closed. Of course, not all of that is due to 
Japanese imports, I will admit that. 

Mr. Masaoxa. Thank you. 

Senator THurmonp. But still, the evidence that has come before 
us indicates that a considerable number of those jobs could have been 
traced to that. I understand it is a difficult problem. It is a tough 
problem, and I certainly, as one citizen of the United States—and I 
am sure I speak the sentiments of other citizens too—that we want 
the friendship of the Japanese people as we do the friendship of the 
people of other nations, and I believe in trade too. 

The only thing I think there has to be a point where we may have 
to stop, though, and it is possible that we may have to set up some 
quota on certain categories, if we find from our study of these hear- 
ings that is the difficulty. Or, it may be that there might have to be 
some other steps taken that would not seriously injure Japan or any 
other country, and yet, would protect America to a greater extent. 

So, I just want to make those remarks, and I want to say to you, 
that I congratulate you for your fine record as a soldier, too, in the 
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Armed Forces of this country. We are very proud of a great many 
of the Japanese people who fought with the American Armed Forces, 

Mr. Masoaxa. Thank you, sir. 

Senator THurmonp. And you have made a very outstanding con- 
tribution upholding your position here this afternoon. 

Mr. Masoaxa. I only wish, Senator Thurmond, that in any con- 
sideration of Japanese imports into this country, that the entire pic- 
ture, and I am sure it will be, will be looked at from the national 
point of view because arithmetically or any other way, Japan buys so 
much more than she sells us that unless we are careful, we may de- 
prive Japan of the ability to continue to buy from us, and this, I 
think, is something that we must be very careful of. By helping one 
industry improve, we may hurt many industries, and in hurting man 
industries, you may even lose Japan and the rest of the free world. 

This is a very important problem, and I recognize the difficulties. 
I wish I had the complete answer for you, sir, but we plead with you, 
remembering always that the traditional friendship of the Japanese 
and the Americans should continue, and that Japan is a good cus- 
tomer and wants to be a good customer, but if she wants to buy, 
she just has to sell. 

Senator TuHurmonp. Do you have any questions you want to ask? 

Mr. Baynton. No. 

Senator THurmonp. No questions. 

All right, our next and last witness is Mr. Noel Hemmendinger. 
Mr. Hemmendinger, you have a written statement here. Do you 
want this put in the record as you have it written ? 


STATEMENT OF NOEL HEMMENDINGER, UNITED STATES-JAPAN 
TRADE COUNCIL, WASHINGTON, D. C. 


Mr. Hemmenvrincer. Please, sir. 

Senator Tuurmonp. All right; the reporter will insert it in the 
record, 

(The statement is as follows :) 


STATEMENT BY NoEL HEMMENDINGER ON BEHALF OF THE UNITED STATES-JAPAN 
TRADE COUNCIL 


My name is Noel Hemmendinger. I am counsel to the United States-Japan 
Trade Council of Washington, D. C. The United States-Japan Trade Council 
represents about 200 American firms and Japanese firms with offices in the 
United States, who conduct a large proportion of all trade between the United 
States and Japan. 

I should like, first of all, to thank the subcommittee for the opportunity to 
comment on the testimony that has been given about the role of textile imports. 
Other witnesses today are addressing themselves in some detail to the trade with 
Japan in cotton textiles and to the trade in woolens. I should like to make some 
general observations about the exaggerations with respect to the role of imports 
which have been made in the hearings; and then, about the United States public 
interest in trade with Japan. 

In our opinion, the hearings to date in Washington, New England, and the 
South have given an entirely disproportionate amount of attention to foreign 
trade in general. Concerning Japan in particular, a number of incorrect state- 
ments have been made; and these have led to an overall impression which is 
misleading. 

We have prepared several charts which will help, we hope, to bring out a true 
picture. Chart 1 shows the major trends in textiles over the past 10 years, The 
top line shows the market trend, that is, total domestic production less exports 
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plus imports. The general impression given by some witnesses is that the 
American textile market is declining. The statistics show that there has, in 
fact, been a 10-percent increase during this period.’ 

The second line shows the trend in United States production. This reveals 
that United States producers have taken up about half of the increase in the 
market. International competition has taken the other half; reduced exports 
and increased imports represent roughly equal shares of this changed interna- 
tional position. A general impression of declining production has been given 
by some witnesses. But this is incorrect; production has increased by 5 per- 
eent during this period.? Recent months have shown a further increase. Ac- 
cording to the latest figures, production is now running 9 percent above the 
1947-49 average. It is 14 percent higher than the extreme low of March of this 
year. 


CHART 1 


TRENDS IN U.S. TEXTILES 


0 


INTERNATIONAL COMPETITION 


NEW 
TECHNOLOGY 


1947-49 1957 


AVERAGE 
UNITED STATES-JAPAN TRADE COUNCIL Source: See footnotes to text 


The lower lines show the trend in employment. On this subject, the testimony 
has indeed been to the point. The number of employees has dropped by about 10 
percent in all textiles and 25 percent in the mills.* 

Rising production with a sharp decrease in employment means one thing. A 
technological revolution has been occurring in the textile industry, involving both 
the processes of production and the use of new fibers. Some witnesses have 
given the impression that investment is lagging in this industry. Actually much 
modern machinery is being introduced. Even automation is coming into use. 
The result is that productivity has risen more rapidly than the national manu- 


1The Bureau of Foreign Commerce of the Commerce Department has estimated total 
United States production of fabrics, apparel, and related manufactures for 1954 at $15,000 
million. On the basis of the CEA Economic Indicators, the figure is the same for 1947-49 
in constant dollars, and it is $15,750 million in 1957. Average net exports in 1947-49 
were $691 million, and for 1957 they were $27 million. Adjusted to a 1954 constant 
dollar, these figures are $655 and $27 million. Subtracting net exports from production, 
the goods reaching the market in 1947-49 (average) were $14,345 and in 1957 $15,723. 

2 See footnote 1 above. 

8 CBA, Economic Indicators. 

“Department of Labor, BLS. 
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facturing average. In the last 10 years, productivity has risen by about 50 
percent. Technological progress—and no other factor—accounts for the gap be- 
tween rising production and declining employment. 

Much testimony has been given on the social distress resulting from the closing 
of some textile mills. What needs to be emphasized, however, is that for every 
4 mills that have closed, 3 more efficient mills have been opened. There are 
about as many textile establishments in the United States today—approximately 
8,000—as there were 10 years ago. 

The statistics on closings have not been correlated with statistics on openings, 
Chart 2 gives a picture of the gains and losses by State in textile establishments 
between the census of 1947 and that of 1954. In this period a net of 475 closings 
occurred in 18 States, notably Massachusetts, New Jersey, New York, and Penn- 
sylvania. At the same time, a net of 358 new mills were opened in 22 States, 
notably in California, Georgia, and North and South Carolina. The census of 
manufacturers next year will no doubt reveal similar movements. Production 
has increased since 1954 and many closings and transfers have been reported. 


CHakrt 2 


MOVEMENTS OF TEXTILE MILLS 


1947 to 1954 










1947... .8187 
1954... .8,070 






UNITED STATES-JAPAN TRADE COUNCIL Source: Census of Manufactures 


What is actually happening is that management is moving plants from one 
place to another. The technological revolution often means that old machinery 
must be entirely replaced. In many cases, it appears more profitable to set up 
the new machinery in new locations. A number of witnesses have testified to 
the profitability of such movements. Costs may be lower in the new location, 
They have also stated that present tax laws offer an opportunity to make extra 
profits during the transfer. The closing of the old mill can be utilized to reflect 
a substantial loss for tax purposes. Textron is a well-known example, and 
there are many others. 

Of course, this extra profit results in a considerable sacrifice for the com- 
munity where the old mill was located. That sacrifice has nothing to do with 
international trade; it is entirely the result of shifts of production from one area 
to another in the course of technical renovations. 

Somehow the contrary impression has been created in these hearings. A num- 
ber of witnesses have testified to the effect that foreign, especially Japanese, com- 
petition is the cause of declining employment and shifting locations. Our council 
is deeply concerned about these allegations. Generally speaking, the allegations 
are untrue; and it is worth inquiring how they came to be made. 


5 TWDUA estimate, p. 326, July 8, 9, and 10 hearings of this subcommittee. 
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Many of the employee witnesses who have referred to Japanese competition 
are quoting the explanation given to them by management. We are afraid that 
these explanations given out by management have not always been wholly candid. 

The testimony before this subcommittee by three witnesses concerning the 
closing of the Wamsutta Mill in Massachusetts may throw some light on this 
question. According to these witnesses,° Wamsutta was bought by M. Lowen- 
stein & Sons in 1954. For the next 3 years, the mill operated at a net profit of 
$521,000. Earnings per share were 56 cents in 1955, 14 cents in 1956, and 67 
cents in 1957. The 1957 rate was equivalent to 7.1 cents on the dollar, which 
was well above the industry average of 4.2 cents. In 1955, $692,000 was paid in 
bonuses and salaries to 9 executives. Nevertheless, the mill was closed this 
year, and operations were apparently transferred to another State. A notice 
to employees explained the closing as due to Japanese competition. 

We would like to know as a matter of fact whether the move was due to inter- 
national competition, or to an opportunity for greater profit. 

The Wamsutta case is not the only case. Evidence of similar maneuvers has 
been reported in the South in the course of these hearings.’ 

In summary, both the statistical facts and some of the testimony before this 
subcommittee suggest that a somewhat misleading picture has been presented 
to this subcommittee. The real picture is one of a fairly fast-developing indus- 
try. There has been a gradual increase in production, and at the same time a 
technological revolution has been occurring. In the process of replacing ma- 
chinery, management has often found it profitable to shift locations. This 
profitability arises either because costs are lower in other areas, or because 
there are tax advantages in closing a mill, or both. In some instances, man- 
agement has told employees of the closed mill that the reason for the move was 
foreign competition. Japanese imports may seem to be a convenient scapegoat, 
but the progress and movements of the American textile industry are in reality 
dictated primarily by domestic considerations of relative profit. 

So much for the general situation in the industry. I would like now to sub- 
mit a few factual remarks on other points that have been raised. 

It has been stated that international trade is hurting the industry. This is 
clearly not true so far as production is concerned. Production is expanding. 

It has been stated that the defense of the United States is threatened. Since 
production is expanding, that can hardly be true. On woolens, the case was 
submitted to the Office of Defense Mobilization; the ruling early this year was 
that “productive capacity remains several times greater than direct military 
requirements.”*® A different view of other textiles appears most unlikely. 

It has been stated that textile mills abroad have been built with American 
governmental financing. This is not true of Japan. 

It has been stated that price competition from abroad is excessively severe. 
The truth is that price competition right here may be excessively severe. There 
are about 8,000 establishments in the United States textile industry. The com- 
petition among them may well be more cutthroat than in any other industry. 
Undoubtedly the prices have remained lower than in any other industry. If 
anything could be done about this condition, Japan would have an obvious inter- 
est in cooperating. The fact that quantities are limited under Japan’s voluntary 
quotas gives Japan added incentive to seek to realize more profits per unit of 
sales. 

It has been stated that Japanese employees do not benefit from the sales of 
Japanese textiles. Another witness, Mr. Masaoka, has more material to submit 
on this question than I do. I think it may be worth while to emphasize one 
point. As concerns conditions of textile employment, Japanese management is 
progressive. The textile workers are more fully unionized than they are here; 
they belong to the same international union as the Textile Workers Union of 
America. Wages equal or exceed the Japanese national average. Fringe bene- 
fits for employees are more extensive than they are here. Textile workers are 
envied in Japan. 

This concludes the factual comments upon the testimony about the problems 
of the American textile industry. Now some comments on the importance of 
good trade relations between the United States and Japan. 


® Testimony of Carignan, Simas, and Speaks during Rhode Island hearings. 
' aon of Auslander 4 North Carolina hearings. 
8 ODM decision of January 6, 1958. 
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Although Japanese have no votes here, the relationship of the United States 
to Japan is of importance to the future of every American voter. In the com- 
petition between Communist and Western ideals, Japan is on the Western side, 
Having the most advanced economy in Asia, it has the opportunity to play a 
vital role in the struggle to preserve and expand the frontiers of freedom among 
the peoples of the earth. 

Japan can continue to play and can expand such a role only if there is access 
to foreign markets. Trade is vital for Japan, as for no other major nation, 
Ninety million people inhabit an area about the size of Montana, rich in scenery 
but poor in natural resources. Twenty percent of the food and most of the raw 
materials of industry must be brought in. 

In order to pay for these essential imports, Japan must export. And many 
of these exports must go to the American market, which in purchasing power is 
more than half the market of the free world. Mainland China is virtually lost 
as a market, and to make matters worse, Japan is now encountering severe com- 
petition in some markets from Communist Chinese exports. Prices of these 
goods are set on the basis of political objectives, not just economic costs. 

To date, Japan has equipment to make many of the light manufactures, such 
as textiles, bicycles, pottery and the like. It has been suggested during these 
hearings that it is unfair for Japan to sell such items in the American market. 
Yet it is just as fair as the fact that Japan cannot produce cotton and must 
buy it from us. 

Japan is also at a disadvantage in coal, oil, chemicals, and many types of 
machinery. These, too, it must buy largely from the United States. Alto- 
gether, in recent years, Japan has been buying much more from the United 
States than it has sold to the United States. The ratio in 1957 was 2 to 1. 
(See charts 3 and 4.) The trade advantage is on the American side, not on 
the Japanese. Japanese exports must grow, simply to permit Japan’s purchases 
in the United States to be maintained and eventually to increase. 

Japan’s exports to the United States must grow also because, like other 
nations, Japan needs an expanding economy to meet the needs of its people. 
But unlike other nations, growth of the economy requires a much larger rate 
of growth of exports, because of the extraordinary dependence on trade. Ac- 
tually, because of the world situation in textiles and the resistance encountered 
in the United States, Japan’s leaders are pessimistic about attaining in textiles 
the rate of growth which, across the board, is necessary. 

Obviously, trade with Japan also serves direct United States national in- 
terests. Over recent years, Japan has been America’s best foreign customer 
after Canada. In 1957 American farmers, manufacturers, and miners sold 
Japan $1.2 billion of goods produced in the United States. These 1957 sales 
were broken down by States and principal commodities in our pamphlet en- 
titled “Japan Buys American in all 48 States,” and I should like to offer as an 
exhibit to my testimony today the table, United States Exports to Japan, 1957, 
by region, by States and by commodity groups that appears in the middle of 
that pamphlet. 
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United States - Japan Trade Council 


CHART 4 


U.S. EXPORTS TO JAPAN: 1955 and 1957 
BY COMMODITY GROUPS 
IN MILLIONS OF DOLLARS 


1955 1957 1955 1957 1955 1957 1955 1957 
FOODS, FIBERS, WNDUSTRIAL COAL, Of MACHINERY, 
AND OTHER RAW VEHICLES 
AGRICULTURAL MATERIALS 
PRODUCTS 


United States - Japan Trade Council 


Source: 


1955 1957 


CHEMICALS 


Census Bureau 


Source: 
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Census Bureau 
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It is submitted that this export interest, of the very States that are worried 
about their textile industries, should be recognized in the report of this sub- 
committee. 

In conclusion, we wish to express the hope that this subcommittee, in its 
deliberations, will take a much more mature and balanced view of the prob- 
lems of the American textile industry than was taken in much of the testi- 
mony submitted to the subcommittee. In particular we hope that imports will 
not be made the scapegoat. To do so is to threaten the foreign policy and 
national interests of the United States, without offering any real help to the 
textile industry. 

The American textile industry is fast changing ; its geographic movements and 
its rapid technological progress have caused considerable social distress in some 
areas, improvement in others. The prices of its products are unusually low 
primarily because of acute domestic competition. These stresses and strains 
are mostly internal in origin. They can be accepted as part of the costs of a 
competitive system, or they can be mitigated by domestic means. A progressive 
national policy will encourage foreign trade and will seek to solve internal prob- 
lems at home where they belong. 

Senator Tuurmonp. Now, do you have anything in addition that 

ou want to say? If you have a good strong statement, it speaks for 
itself, but if you want to make any additional remarks, we would be 
glad to hear from you. 

Mr. Hemmenpineer. I have, sir, but I am very well aware of the 
strain upon the attention which is put by the hour. However, we 
have with some difficulty made an attempt at the nth hour, because 
this is the nth hour in the hearings as a whole, to supply some analysis 
and information which can assist the staff and the members of this 
subcommittee to write a balanced report. 

I say without criticism that the hearings to date have been ex- 
tremely unbalanced. They have emphasized the role of importers to 
an entirely disproportionate degree. The witnesses who preceded me 
have said more on that, but I would like now to direct your attention 
to chart 1, sir, which is over there by the wall. 

Our economist, Mr. Hulley, who stands by it, has done something 
here which has not been done in these hearings, and which takes a 
skilled economist todo. He has attempted to use available statistical 
information to find out what this whole picture looks like. 

Mr. Baynton. Mr. Hemmendinger, for the record at this point, I 
believe those charts are also reproduced in your statement, is that 
correct ? 

Mr. Hemmenprincer. That is correct. For the record, I represent 
the United States-Japan Trade Council. I do not even believe I said 
that in the interest of time. 

Senator TuurmMonp. When you refer to a chart, you are showing us 
now and talking about it, it might be well if you woul, if the page is 
numbered in your statement, refer to that page, or if it is not num- 
bered, the page which it follows, maybe, in order to explain it. 

Mr. Hemmenpincer. Thank you, Mr. Chairman. Iam referring to 
chart 1 following page 2 of our statement. 

What we have done in this chart is to take the 1954 census of manu- 
facturers, which is the only profile of the whole textile field that you 
have, and then to work backward and forward, using the economic 
indicators published by the Council of Economic Administrators, and 
there you have the picture going from 1947-49 up to 1957. 

The top line on that chart shows the total market. The second 
line shows United States production, and you will notice that, con- 
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trary to many indications in these hearings, the index is 105 based 
upon 1947-49. And the line below that shows employment which 
has gone to 90 in the whole field, mind you, of apparel, textiles, and 
related manufactures. The line below that shows mill employment 
which is down to 77, and there on the right-hand side of the chart you 
can see very vividly that the decline in this industry is mostly results 
from new technology, and that international competition accounts for 
a very small part of it. 

Mind you, this chart does not show causability, it merely shows 
facts, and I do not wish to draw any causal inferences at this stage, 
but there is a very important point about that difference which we 
call international competition. That has accounted for approxi- 
mately one-half by decline in exports, and approximately one-half by 
imports. So that that area called international competition has to be 
bisected—you see a little line drawn there—if you are going to get 
some real appreciation of the role of imports. 

I would Tike to direct your attention to some of the further state- 
ments about that chart which are made in our statement because we 
have a few more statistics in the statement itself, which are not 
effected in the chart. 

Senator THurmonp. You need not go into everything in your state- 
ment now, since we have put it in the record, but if there is anything 
that is additional and not in your statement, then that would be 
helpful. 

Mr. HeEMMENDINGER. Yes; that is what I shall try to do. I shall 
come to the next chart. 

We have heard a lot about the distress which results from the 
closing of textile mills, but the statistics on closings, as other witnesses 
have said, are not balanced by the statistics on openings. This is 
chart 2 of which I am speaking, which follows page 3 of our prepared 
statement. 

Unfortunately, the available statistics went only from 1947 to 1954, 
the 2 last years of the census of manufacturers. The scheduled econo- 
mist of this subcommittee may be able, with the information which 
he can glean from the record and from the industry, to do a more 
sophisticated job. We venture to suggest that we estimate that it will 
show fundamentally the same picture. And that is that there are 
about as many textile establishments in the United States today, ap- 
proximately 8,000, as there were 10 years ago. In gross, what this 
shows, Mr. Chairman, is that between 1947 and 1954 there were 475 
closings in 18 States and 358 new mills opened in 22 States. The 
same process has gone on since 1954. 

Now this movement has many prices. It involves many sacrifices 
for the peoples of these communities. But this sacrifice has nothing to 
do with international trade. It is entirely the result of shifts of pro- 
duction in the course of textile renovations. 

In summary of this area of my testimony, both the statistjcal facts 
and some of the testimony before this subcommittee show that the 
great bulk of the evidence that has been submitted does not give the 
whole picture. The whole picture is one of a fast developing industry 
with increase in production and technological revolution. In the 
course of this, it has been found profitable to change locations, either 
because costs are lower, or for tax advantages or both. 
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In many cases, this is a grave statement to have to make, but in many 
cases, management has misinformed labor and the public with respect 
to the reasons for the move and has blamed competition, and in par- 
ticular, Japanese competition, without foundation. 

I should like now to come to the next area of my statement which 
refers to the public and national interest of the United States in trade 
with Japan. This has been referred to by other witnesses, so I will 
engage in no generalizations. I will simply — chart 3, which 
follows page 8 of our statement, which, incidentally, was first pre- 
pared for submission to the Ways and Means Committee of the House 
and the Finance Committee of the Senate in connection with the hear- 
ings on reciprocal trade last spring. 

his, the top line in this chart, shows United States exports to Ja- 
pan, the bottom line shows United States imports from Japan. You 
can see that the top line went above, went to $1.2 billion in 1957, while 
the bottom line went only to slightly over $600 million. 

The meaning of these sales to Japan to American farmers, manu- 
facturers, and miners is shown by chart 4, which follows immediately 
upon chart 3 in our prepared statement, and which also was previously 
shown to committees of the Congress, which breaks down for the years 
1955 and 1957, our exports to Japan by principal categories. 

You will notice how large food, fibers, and other agricultural prod- 
ucts are and as Mr. Masaoka mentioned, cotton plays a very import- 
ant role in this first massive break column. 

Now I have a further exhibit of this order which, unfortunately, I 
did not have a chance to put into a large chart, but I would like now 
to introduce it, and it is not attached to any statement—I should like 
now to present it and ask that it be incorporated into the record. 

Senator Tuurmonp. It will be made a part of the record. 

(The chart is as follows :) 


UNITED STATES-JAPAN TRADE COUNCIL, WASHINGTON, D. C. 


United States exports to Japan, 1957, by region and States 
[Commodity figures rounded to nearest million dollars; miscellaneous “‘other” omitted] 








Region and State Amount Commodity 
New England: 
Maine... ---- BS biawice $2, 194, 000 | Woodpulp 1. 
New Hampshire. .------- 1, 606, 000 | Industria] machinery 1. 
WOcatdsunclecccces 1, 382, 000 Do. 
Massachusetts.........-- 18, 668, 000 | Industrial machinery 9, chemicals 2, iron and steel products 2, 
electrical machinery 1, inedible animal products 1. 
Rhode Island............| 3,782,000 —— ne 2, iron and steel products 1, copper 
products 1. 
Connecticut... ........-.- 12, 332, 000 | Industrial machinery 6, office machines 1, chemicals 1, copper 
products 1. 
WR bbc cabeshidit 39, 964, 000 
Middle Atlantic: 
eer Yes cnnn case cose 59, 744,000 | Iron and steel products 17, industrial machinery 9, chemicals 6, 
+ office machinery 5, photographic a 3. 
New Jersey......-.-.---- 44, 685, 000 | Chemicals 11, copper ingots 6, industrial machinery 6, iron and 
steel products 6, petroleum products 4, 
Pennsylvania. .........-. 92, 491,000 | Iron and steel products 44, industrial machinery 13, coal 12, 
chemicals 6, petroleum products 5, electrical machinery 1, 
TOT. cst EX 196, 920, 000 


sieseintintsnnteeih ania 95, 357,000 | Iron and steel gee 43, industrial machinery 17, soybeans 5, 
wheat 4, coal 5, petroleum products 3, chemicals 3. 
RD cnscsensusemoned 46, 278, 000 | Iron and steel products 18, soybeans 7, industrial machinery 4, 
wheat 3, petroleum products 3, electrical machinery 2, 
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United States exports to Japan, 1957, by region and States—Continued 


{Commodity figures rounded to nearest million dollars : miscellaneous “other” omitted] 


Region and State 


East North Central—Con. | | 


Illinois - _- 
Michigan 


Wisconsin. 


Total_- 


West North Central: 
Minnesota - 


Iowa. __- 
Missouri 
North Dakota 
South Dakota- 
Nebraska. __- 
Kansas 

Total 


South Atlantic: 


| Amount 


|$95, 036, 000 

| 54, 172, 000 
| 

18, 353, 000 


| 
| 





26, 621, 000 | 


| 17,372, 000 | 
| 

| 20, 526, 000 
| 


| 12, 621, 000 
| 3,900, 000 
| 11, 826, 000 
| 18, 944, 000 


120, 810, 000 


Delaware _. 2, 814, 000 | 
Maryland. 12, 941, 000 
District of Columbia____| 159, 000 


Virginia. 


West Virginia- _- 
North Carolina_- 


South Carolina 
Georgia. 


Florida_- 
Total__- 


East South Central: 
Kentucky. 
Tennessee - 
Alabama. - 
Mississippi 

Total_. 
West South Central: 


Arkansas 
Louisiana - -- _- 


Oklahoma. 
‘7a. S 


Total 


Mountain: 
Montana 


Wyoming. 
Colorado - - 

New Mexico____- 
Arizona. - --- 
Utah.. ; 
Nevada... 


Total___- 


Pacific: 
Washington. 


Oregon _- 
California. _. -- 


Total __ 


29350—59— 


12, 565, 000 


| 23, 166, 000 | 
14, 868, 000 | 


| 12, 244, 000 
19, 059, 000 | 


| 10, 787, 000 
108, 603, 00¢ 


| 16, 425, 000 
| 21, 370, 000 


31, 917, 000 
35, 266, 000 
104, 978, 000 


| 31,071, 000 
22, 886, 000 


| 14, 960, 000 | 
105, 330, 000 


174, 247, 000 





| 

16, 166, 000 

| 4,995, 000 
1, 743, 000 
6, 954, 000 
14, 846, 000 
17, 497, 000 
10, 485, 000 


18, 370, 000 


6, 593, 000 


| 61, 028, 000 





| 85, 991, 000 | 


pt. 4——-32 


Community 


Iron and steel —— 27, soybeans 16, industrial machinery 10, 
coal 5, petroleum products 4, wheat 4, corn 3. 

Industrial machinery 17, iron and steel products 15, automo- 
biles 4, chemicals 4, wheat 3. 

Industrial machinery 6, iron and steel products 3, dairy prod- 
ucts 2, inedible animal products 1, woodpulp 1, corn 1, 
grains and oilseeds 1. 


Soybeans 7, iron ore 6, iron and steel products 3, corn 2, wheat 1, 
hides and skins 1, tallow 1, industrial machinery 1. 

Soybeans 7, corn 3, inedible animal products 3, industrial 
machinery 1, chemicals 1, iron and steel products 1. 

Soybeans 6, cotton 6, iron and steel products 5, wheat 4, indus- 
trial machinery 1, chemicals 1. 

Wheat 10, barley 2. 

Wheat 2, corn 1, soybeans and barley 1. 

Wheat 7, hides and skins 1, tallow 1. 

Wheat 11, petroleum products 2, hides and skins 1. 


Chemicals 1, machinery 1. 
Iron and steel products 7, chemicals 1, industrial machinery 1, 
petroleum products 1. 


Chemicals 3, coal 2, woodpulp 1, iron and steel products 1, 
synthetic fibers 1. 

Coal 17, iron and steel products 4, chemicals 2. 

Cotton 5, tobacco 2, grain 1, oilseeds 1, synthetic fibers 1, wood- 
pulp 1, industrial machinery 1, chemicals 1. 

Cotton 9, chemicals 1, woodpulp and paper 1. 

Cotton 10, iron and steel products 2, woodpulp 1, oilseeds 1, 
naval stores 1, chemicals 1. 

Fertilizers 7, woodpulp 1, naval stores 1, synthetic fibers 1. 


Coal 7, synthetic rubber 2, iron and steel products 2, chemicals 
1, grains 1. 

Cotton 9, chemicals 3, synthetic fibers 2, soybeans 1, coal 1, 
iron and steel products 1, industrial machinery 1. 

Cotton 15, iron and steel products 9, coal 2. 

Cotton 30, soybeans 2. 


Cotton 25, soybeans 4. 

Cotton 9, petroleum products 5, chemicals 8, synthetic rubber 1, 
woodpulp 1, iron and steel products 1. 

Cotton 7, petroleum products 3, wheat 2, industrial machinery 1. 

Cotton 60, petroleum products 16, chemicals 6, iron and steel 
products 6, industrial machinery 3, electrical machinery 3 
synthetic rubber 3, copper ingots 3, grains and oilseeds 2. 


Wheat 9, copper ingots 5, barley 1. 

Wheat 3, sawmill products 1, barley 1. 

Petroleum products 1, grains 1. 

Iron and steel products 3, grains 2, coal 1, chemicals 1. 
Fertilizer materials 8, cotton 4, copper ingots 1. 

Cotton 11, copper ingots 5. 

Copper ingots 5, iron and steel products 2, coal 1, grains 1, 
Copper ingots 1. 


Wheat 5, copper ingots 5, woodpulp 2, sawmill products 1, 
aircraft 1, chemicals 1, iron and steel products 1. 

Grains 3, sawmill products 1, woodpulp 1, 

Cotton 18, petroleum: products 8, iron and steel] products 8, 
industrial machinery 5, chemicals 3. 
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Mr. Hemmenovinecer. This is an elaboration of the information in 
chart 4. Chart 4 showed the principal commodity breakdown of 
United States exports to Japan. The exhibit which I have now pre- 
sented is entitled “United States Exports to Japan, 1957, By Region 
and By State.” It is extracted from a pamphlet which the Council 
published early this year, called Japan Buys American in All 48 
States. This is a statistical breakdown for each State of the Union 
and by major categories of commodities, showing the interest of every 
State in the American Union in 1957 for exports to Japan. 

Gentlemen, you have been hearing evidence about the textile indus- 
try and I fully respect the concern of the subcommittee and of all the 
others with the textile industry as such, but, I am sure there is no 
question that a committee of the United States Senate can, in the 
nature of things, be concerned with nothing less than the entire na- 
tional interest, and I do submit, with great seriousness, that the in- 
formation in this exhibit which bears upon the stake of every State in 
the Union in our foreign trade with Japan, is a very important ele- 
ment of the national interest which you have to consider when you 
consider limitation of imports from Japan. 

Mr. Baynton. Mr. Hemmendinger, on this exhibit, for the record, 
could you make just a little explanation of the figures on the right 
side of the sheet? As you look at it, for instance, Maine shows 
$2,194,000, and then it follows “woodpulp 1”. What is the 1? 

Mr. Hemmenpincer. That stands for millions, sir, and it is rounded 
to the nearest million dollars. 

Mr. Baynton. Thank you. 

Mr. HemMenpINceER. Now I want to allude to a very concrete prob- 
lem which has been frequently mentioned in the testimony, and that 
is the so-called Payne amendment which the Chair earlier indicated 
would receive support in the next Congress. That amendment would 
have imposed a kind of buy America principal upon ICA procurement. 
I should like, without extended discussion, to submit for the record a 
copy of the memorandum which the United States-Japan Council 
submitted to each of the conferees of the House and Senate Foreign 
Relations and Foreign Affairs Committee when the Payne amendment 
was before them last Spring. I have only two copies, I am sorry to 
say, but here they are. It is possible that this memorandum or at 
least the arguments which are set forth in it, had something to do with 
the decision of those conferees to excise the Payne amendment from 
the Mutual Security Act. There are many cogent reasons why this 
particular form of export subsidy should not be granted. 

Japan vitally needs the money which this procurement affords to 
help balance its payments with the United States, but apart from that, 
there are fundamental principles involved here in the administration 
of the foreign aid program. And it is unthinkable that we should 
tell the recipients of our aid that they cannot use the funds voted by 
the Con to buy in the best markets. To do so would incur very 
serious dangers in accomplishing the very purposes of our aid pro- 

rams. 
. Now, in conclusion, Mr. Chairman, we wish to renew our hope that 
this subcommittee will take a more mature and balanced view of the 
problems of the textile industry than was taken in the testimony which 
has been offered over these many weeks. This is not an easy task be- 
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cause as I understand it, no investigation will be made by the staff of 
the committee. They are pretty much limited to the record that has 
been made. 

I hope these modest contributions of ours today will assist in taking 
such a balanced position. And I want to plead with the members of 
this subcommittee not to let imports become the whipping boy in the 
report as they have been in the testimony. To do so, is to threaten the 
foreign policy and national interests of the United States without of- 
fering any help to the textile industry. 

The problems of the textile industry are mostly internal in organ. 
There has been very little said, particularly by industry witnesses, 
about the real problem which this subcommittee has to grapple with, 
and that is whether the problems of this industry are to be accepted 
as part of the costs of a competitive system or whether they should 
be mitigated by legislation of a domestic character. Nobody wants 
to face these tough questions and, therefore, they turn their eyes 
eagerly toward imports, but it isanillusion. _ 

Looking at the whole picture, the United States has a vast export 
surplus and it must import. It is in its national interest that it im- 
port. Imports cannot compete, whether from Japan or anywhere else 
with the most productive industry of America, and so, of course, 
they compete with the less productive industry. The United States 
is a dynamic economy. The same statements can be made about the 
textile industry that can be made about the economy as a whole. 
It has its dynamic, highly productive sectors, in which you had a 
marvelous exhibit yesterday from the witness who showed what is 
being done in the new materials, it also has its progressive sectors 
right in the traditional areas of cotton and wool, but it has sectors 
and there is a part of the traditional sector which can be hit by 
imports. 

Mr. Stitt before me, and Mr. Masaoka have shown how small this 
sector is. Looking at the whole United States economy, no one would 
advocate that the dynamism be surrendered and every existing pro- 
ductive facility be preserved. 

There must be constant adjustments. The adjustments which re- 
sult from imports are trifling compared with the adjustments which 
result from forces operating within the economy itself. 

The central problem which this committee has to consider is what, 
if anything, should be done to ease these adjustments, and we hope in 
considering this problem the subcommittee will give to imports the 
very, very small part which the actual facts require. 

Mr. Chairman, thank you very much for your attention at this 
late hour. This concludes my statement. 

Senator THurmonp. Thank you for your statement. I believe 
that completes the testimony, so in view of that, this subcommittee 
stands adjourned until reconvened by the chairman. 

(Whereupon at 6:55 p. m., the hearings were adjourned.) 
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(The following letter and attachments were subsequently submitted 
for insertion in the transcript :) 


NATIONAL ASSOCIATION OF WOOL MANUFACTURERS, 
New York, December 16, 1958 
Mr. Haro.p I. BAYNTON, 
Chief Counsel, Senate Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D. C. 


Deak Mr. BAYNTON: We are submitting for the record of the Special Tex- 
tile Subcommittee the 2 enclosures, of which there are 6 copies each. One is 
our comment on the testimony of Mr. Bernard B. Smith to the subcommittee on 
November 13, 1958, and the other is on the testimony of Mr. Nelson A. Stitt 
to the subcommittee on November 14, 1958. Mr. Smith represents the American 
Association for British Woolens and Mr. Stitt the Woolen Textiles Division, 
Japanese Chamber of Commerce of New York. 

We are grateful for the opportunity to insert these comments in the record. 

Sincerely, 
EDWIN WILKINSON. 


COMMENTS OF NATIONAL ASSOCIATION OF WooL MANUFACTURERS ON STATEMENTS 
OF BERNARD B. SMITH FOR AMERICAN TRADE ASSOCIATION FOR BRITISH 
WooLLeNs, INc., TO SPECIAL SENATE INTERSTATE AND FOREIGN COMMERCE SUB- 
COMMITTEE ON NOVEMBER 13, 1958 


Bernard B. Smith, on behalf of the American Trade Association for British 
Woollens, Inc., urged that the President be asked to rescind his proclamation 
invoking the Geneva reservation on imported wool cloth. Much of Mr. Smith’s 
testimony to the special Senate Interstate and Foreign Commerce Subcommittee 
on November 13, 1958, in support of this proposal is conflicting and obviously 
faulty and thus needs no refutation from us. However, a number of his dis- 
sembling arguments do require factual clarification and these comments made 
for the record, supplement earlier statements of the National Association of 
Wool Manufacturers. May we point out that our detailed recommendations on 
the reservation are in exhibit D of our July 8, 1958, statement to the subcom- 
mittee. (Exhibit D is a copy of NAWM’s statement to the United States Com- 
mittee for Reciprocity Information on December 10, 1957, at its hearings on the 
reservation. ) 

It may be helpful first to briefly review the Geneva reservation, a part of 
the General Agreement on Tariffs and Trade (GATT). It was negotiated in 
1947 with Britain when this country overgenerously cut the duty on wool cloth 
from a range of 35 to 45 percent ad valorem to a flat 25 percent (20 percent on 
billiard cloth). It provides for a quota on tariff rates, not a quantitative lim- 
itation on imports. When wool cloth imports in any year, entering under tariff 
paragraphs 1108 and 1109 (a), exceed 5 percent by weight of United States pro- 
duction of similar fabrics averaged over the 3 prior years, the United States may 
increase the ad valorem duty from 25 to 45 percent. The higher duty applies only 
to goods entering after the 5 percent break point is exceeded and reverts to 25 
percent at the end of any year. This gives imported goods 5 percent of the 
United States market at the cut-rate duty. The reservation first was invoked for 
the last quarter of 1956. It was continued in 1957 and, in somewhat modified 
form, in 1958. For 1958 the break point (5 percent of average United States 
production in 1957, 1956, and 1955) was 14,200,000 pounds of imported cloth. 
This figure was passed on July 1 and higher duties then became effective until 
the end of this year. 

One of Mr. Smith’s first inconsistencies is his claim that imports are so small 
they do not damage the United States industry but that the tariff-rate quota, by 
slowing imports, is damaging ‘‘counless’ American importers, clothing manufac- 
turers, and retailers. He fails to explain how imports, so harmelss to American 
mills, can be so vital to “countless” other businesses. It should be noted also that 
in 1947, wool-cloth imports from Britain amounted to less than 4 million square 
yards. In the first 7 months of 1958, with the tariff-rate quota in effect, im- 
ports from Britain totaled 11,497,000 square yards. 

Moreover, he implies that the United States virtually guaranteed in 1947 that 
there would be no decline in American cloth production and that by 1958 “we 
could have expected domestic production of wool to have sharply increased * * * 
so that in place of a tariff quota of 14,200,000 pounds, wool fabric imports would 
have very likely been obliged to reach close to 25 million pounds before the 
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5 percent breakpoint could be reached.” This is patently ridiculous in view of 
the 3-year rolling base established in the reservation. To listen to Mr. Smith 
one also might be led to believe the United States wool textile industry had 
purposely contracted by more than 50 percent in the last decade just so the low- 
duty portion of the tariff-rate quota would be smaller. 

Mr. Smith claims the decline in United States cloth production has “accel- 
erated” since the reservation was invoked for the last quarter of 1956. The fact 
is that the lowest cloth production since 19388 came in 1954—hbefore the reser- 
vation was activated. Production since then has not been satisfactory by any 
means but it would have been even less satisfactory except for the restraining 
influence if the reservation on imports. 

He devotes a great many words to “proving” that imports are the only source 
here for true woolens and worsteds, that is, goods of 100 percent wool. He 
asserts that the new manmade fibers have rendered the reservation “obsolete” 
and says the reservation has hastened the “abandonment” of wool by United 
States wool textile mills. This, he finds, is contrary to the “declared legislative 
policy of the United States to encourage domestic production of wool.” Mr. 
Smith fails to explain that virtually no imported goods are made of American 
wool and thus the imports directly displace domestic wool. 

Indeed, Mr. Smith would have the subcommittee believe that wool no longer 
was the principal fiber consumed by the wool textile industry. He does this 
by claiming that the 1957 mill consumption of noncellulose fibers was 470,- 
200,000 pounds compared with wool consumption of 380 million pounds. Even 
assuming his figures are correct, he fails to make clear that this covers con- 
sumption of manmade fibers by all kinds of mills, not just woolen and worsted 
mills. Neither does he differentiate between manmade filament yarns, which 
are not consumed by woolen and worsted mills, and manmade staple and tow, 
the forms which are consumed by woolen and worsted mills. In fact, about 
two-thirds of United States production of noncellulosic fibers is in filament 
form. 

Specifically, wool in its various forms accounted for about 80 percent of 
the fibers consumed by woolen and worsted mills in 1957, excluding carpets and 
rugs. The remaining 20 percent in order of importance were rayon and acetate, 
the noncellulosic fibers, and cotton. In United States woolen spinning, in 1957, 
total fiber consumption was 338,400,000 pounds. This included 264,800,000 
pounds of wool in various forms; 34,500,000 pounds of rayon and acetate; 
23,200,000 pounds of the new manmade fibers, and 10 million pounds of cotton. 

Fibers consumed in United States worsted combing in 1957 totaled 137 mil- 
lion pounds. This included 120 million pounds of wool; 9 million pounds of 
rayon and acetate, and 3 million pounds of the new manmade fibers. In addi- 
tion, 27,200,000 pounds of manmade tow was converted to top without combing, 
of which 23,700,000 pounds were the new fibers and 3,500,000 pounds were 
rayon and acetate. The bulk of this was spun into knitting yarns on the 
worsted system. (See pp. 2-05, 2-07, and 2-09, NAWM Bulletin for 1957.) 

In short, woolen and worsted mills today, as in the past, are producing all- 
wool fabrics and also blended fabrics made of wool and other fibers. In either 
ease these goods are made on the woolen and worsted systems. There is rea- 
son to believe that imports of blended fabrics made on the woolen and worsted 
systems will increase. Whatever the fiber content these goods are competing 
for the same markets. In connection with blends, it is revealing to note figures 
on fiber consumption issued by the British Wool Industry Bureau of Statistics. 
In 1957, United Kingdom consumption of synthetic tops in worsted spinning 
rose 31 percent over 1956 to 19,400,000 pounds and synthetic fibers consumed 
in woolen spinning gained 15 percent to 40,100,000 pounds. 

Mr. Smith’s claim that the new manmade fibers have rendered the reserva- 
tion “obsolete” may not be clear to those not intimately familiar with the reser- 
vation. The reservation provides that the tariff-rate quota shall be based on 
imports entering under paragraphs 1108 and 1109 (a) compared with produc- 
tion of “similar” fabrics in the United States. Mr. Smith declares that imports 
from Britain are 100 percent wool. At the same time he cites United States 
consumption of manmade fibers to imply directly, or indirectly, that very little 
100 percent wool cloth is made here. In other words, he is saying domestic 
fabrics are not similar to the imports and so the reservation is outmoded. 

In his off-the-cuff remarks he put it this way, “This committee should well 
consider recommending to the administration that if they feel there should be a 
continuation * * * of the reservation, and we do not think there is any reason 
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for it, then they should consider the other classes of cloths the same woolen in- 
dustry is now manufacturing in displacement of wool.” 

The fact is that available statistics on imports and domestic goods favor the 
import interests. According to Mr. Smith and others, virtually all imported 
cloth is 100 percent wool or close to it. The United States wool tariff schedules 
apply to cloth wholly or in chief value of wool. On the other hand, basic 
statistics on domestic production cover fabrics wholly or chiefly by weight of 
wool and thus include blends within this framework. We do not have a sepa- 
rate measure of American production of 100 percent wool fabrics. If we did, 
the ratio of imports to our output would be far higher than can be shown now. 
Obviously, this lack of comparability gives the importers an advantage—all- 
wool imported fabrics against United States production of all-wool goods plus 
other fabrics chiefly by weight of wool. 

Further, Mr. Smith apparently is not aware of the fact that the United States 
base against which the 5 percent break point is computed includes production 
of fabrics not chiefly of wool by weight but in which wool is the fiber of chief 
value. (See pp. 3-36 through 3-45, NAWM Bulletin for 1957, showing statistics 
used by United States Committee for Reciprocity Information in determining 
tariff-rate quota.) 

In addition to the blends not chiefly by weight of wool there are two other 
classes of goods which should be eliminated from the United States production 
base because they are not similar to the imports covered by the tariff-rate quota. 
As we have stated before, these are blankets and blanketing, provided for in 
tariff paragraph 1111 (not 1108 or 1109 (a)) and goods made for the Govern- 
ment. Inclusion of blankets and blanketing alone unfairly boosted by about 1 
million pounds the low-duty portion of the tariff-rate quota in 1957. We repeat 
our request that the subcommittee support our recommendations on elimination 
of these goods from the United States base as well as our recommendation for 
fabric categories. 

In previous statements we have pointed out that Britain’s percentage portion 
of the United States market has been declining as wool cloth imports from Japan 
soared. In 1949, Britain goods accounted for 77 percent of United States cloth 
imports. The British portion declined to 48 percent in 1957 and to 38 percent 
in the first 7 months of 1958. In 1954 Japan’s portion was 4 percent, leaping 
to 24 percent in 1957 and to 35 percent in the first 7 months this year. We have 
pointed out that rising competition from Japan makes mockery of the tariff 
rates designed to offset European competition and that this oriental competition 
not only undermines the United States producer but also the European mills sell- 
ing goods here. 

Thus we were surprised and British wool manufacturers must have been 
shocked to find Mr. Smith declaring that imports of Japanese goods here were 
of no concern to British mills. In answer to a question by Senator Pastore, Mr. 
Smith said in part: 

“IT would say it does not really matter to the British woolen industry what 
happens with the Japanese. * * * There is not any doubt that Japanese woolens 
have had only a very mild effect on the aggregate quantity of British woolens. 
Our goods on the whole of comparable quality are higher priced. Our costs are 
higher. I do not believe that whether you cut down Japan or do not cut down 
Japan will have any effect on the importation of British woolens. * * * I would 
say that on the whole the influx of Japanese woolens has had some effect, but 
not substantive effect on imports of British woolens.” 

Mr. Smith apparently was not aware of the decline in Britain’s portion of the 
market here nor of the further fact that in some categories, particularly certain 
worsteds, about which Mr. Smith is so concerned, imports from Japan exceed 
those from Britain. 

Mr. Smith, discussing Japan’s recently imposed ‘“‘quota” on her exports of wool 
cloth to the United States, says it “should go far in meeting any complaint of 
the American woolen industry with respect * * * to the competition of Japa- 
nese woolens.” The fact is that the Japanese arrangement is a quota in name 
only. It provides for more goods than were imported from Japan in 1957. Fur- 
ther, it is likely that the “quota” will permit the export of about as much fabric 
as will be imported from Japan in 1958. In the first 7 months of 1958, imports 
from Japan were greater than for any full year. 

Mr. Smith was highly indignant because this association quoted press reports 
to the effect that the Japanese quota resulted from diplomatic pressure, par- 
ticularly from Britain. He said “my own investigation indicates that the British 
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Government had nothing whatsoever to do with it * * * ”. In this connection, 
we add this to the reports we previously quoted: A Reuters dispatch in the New 
York Times, October 10, 1958, quoting the Japanese Ministry of Trade, said 
that the quota decision had been taken in part to “avoid alarming British and 
Italian competitors” in the United States market. 

Finally, Mr. Smith alleges that the United States’ 25 percent ad valorem duty 
on cloth is more than adequate protection to the American woolen industry 
against lower wages paid in the United Kingdom, but nowhere does he catalog 
the host of assumptions on which his allegation rests. He cites and utilizes figures 
on average man-hours per square yard calculated from certain basic data, but 
nowhere does he first demonstrate that these basic data warrant the calculations 
made on their comparison. The many and knotty problems involved here are all 
too well known to anyone familiar at all with these basic data. 

Rationalizing his results, Mr. Smith says “the reasons for this differential 
(in average man-hours per square yard) * * * are all too well known, namely, 
the preponderance of automatic looms in the United States, the use of high- 
speed machinery, and the introduction of the American system of spinning”. 
Mr. Smith would have you believe automatic looms, high-speed machinery, and 
the American system of spinning are things unknown in Britain. This just 
isn’t so. Monthly Bulletin of Statistics No. 106 of the British wool textile delega- 
tion, issued in October 1958, shows nearly 12,000 automatic woolen and worsted 
looms in United Kingdom plants. In this same month at the International Tex- 
tile Machinery Exposition in Manchester, England, Daily News Record reported 
the keynotes of worsted machinery developments are an increase in machine 
speeds, a more uniform product, more flexible drafting systems, and a reduction 
of operations for converting tops to yarn. An outstanding exhibit of a British 
machinery builder, Prince, Smith & Stells, Ltd., combined the Rapier autoleveler 
and Ambler superdraft spinning into a system which reduces the number of 
operations by using only three drawings. Earlier in the year Daily News Record 
reported that the British Wool Textile Research Council had developed a woolen 
spinning frame that “promises to speed up woolen spinning in a manner com- 
parable with recent important advances in worsted spinning achieved by the 
British superdraft process.” 

Nor do the average results cited by Mr. Smith very well rationalize with the 
1947 report of the British Wool Working Party in its section on production 
efficiency in the United States and the United Kingdom, which this association 
cited to the Committee for Reciprocity Information on May 17, 1950. On page 
67 the working party report said in part: “* * * Tests, taking full account of 
the quality of the goods produced, the skill with which raw material was selected 
and used, and so on, might conceivably show a balance in favor of Britain.” 

Furthermore, the fact is that competition is not on the average but on specific 
products by specific mills, as the working party report recognizes. Also quoted 
in the association statement of May 17, 1950, and still pertinent, were these 
excerpts from an article, “Modernizing Britain’s Textile Industry,” by the tech- 
nical editor of the Textile Recorder of Manchester and London: 

“Tt has become the fashion of recent years to belittle the British textile in- 
dustry and to elaborate on a theme which stresses its low efficiency when com- 
pared with the textile industries of competitor countries. * * * Whilst it would 
be futile to deny that in the past 20 years the British textile indusry has not 
kept pace with modern developments and requirements, it has not declined to 
the extent which some of its critics would have us believe, and in the last year 
or so much improvement has been effected. How much I was to discover during 
a tour * * * and, even though I was well aware that many firms had carried 
out extensive modernization and reequipment schemes, I must admit I did not 
fully appreciate the scale on which this had been, and was being, done.” 

If Mr. Smith’s productivity figures were even substantially correct it would be 
difficult to understand how the British had been able to ship goods here at all. 
Yet they still are the chief supplier of imported wool fabrics though, as we have 
pointed out, their proportion of the market has declined sharply as imports from 
Japan particularly (which Mr. Smith discounts) and from Italy and elsewhere 
have soared in recent years. 
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COMMENTS OF NATIONAL ASSOCIATION OF WooL MANUFACTURERS ON STATEMENTS 
oF NELSON A. Stitt FoR WOOLEN TEXTILES DIVISION, THE JAPANESE CHAMBER 
OF COMMERCE OF NEw York, INC., TO SPECIAL SENATE INTERSTATE AND FOREIGN 
CoMMERCE SUBCOMMITTEE ON NOVEMBER 14, 1958 


Nelson A. Stitt, speaking for the woolen textile division, Japanese Chamber of 
Commerce of New York, Inc., appeared before the special Senate Interstate and 
Foreign Commerce Subcommittee on November 14, 1958. Among other things 
he described what he called quotas imposed by Japan on her exports of wool 
cloth to the United States for the 12-month period, October 1, 1958, through 
September 30, 1959. 

Mr. Stitt mentions many aspects of the United States wool textile industry 
but our comments are limited to his discussion of Japan’s wool cloth export 
“quota.” This is the only area he covers in which Mr. Stitt, a lawyer for 
Japanese interests, can be assumed to have any primary knowledge of value 
to the subcommittee and even here factual clarification is necessary. 

This arrangement by Japan is a quota in name only and, indeed, this may 
be an overgenerous description of it. As described by Mr. Stitt, there are two 
parts to the “quota.” One is the “original quota” of 5 million linear yards 
(56-inch width, according to press reports). The other part was unabashedly 
defined by Mr. Stitt as a “special quota, which is of the open-end variety.” 
In words other than those of Mr. Stitt, this is no restriction whatsoever. 

The “basic quota” is split into 2 million linear yards of high-quality ‘‘fancies” 
and 3 million yards of “plainer goods of standard construction (generally called 
staples)” which “sell at somewhat lower prices than the other and tend to be 
competitive with the bulk of production of Ameriacn woolen manufacturers,” 
says Mr. Stitt. 

“No quantity,” he explains, “has been established” for the special “open-end 
quota” but no goods will qualify for shipment “unless they are of very high 
quality and incorporate new and unusual ideas or devices.” He says “it is 
doubtful that shipments under the special quota could exceed 2 million yards in 
a 12-month period.” 

Mr. Stitts’ own figures thus bring the “quota” to 7 million linear yards for 
12 months. At one point he seems to be stressing that most of these goods 
will be “competitive with the bulk” of United States production and at another 
he declares the “built-in emphasis on quality cloth also helps to channel Japanese 
imports into the United States away from the bread and butter goods which are 
the mainstay of most American mills.” This is small comfort indeed to the few 
remaining American fine goods mills struggling to operate in the face of unfair 
low-wage competition from Japan and also from Europe. Several fine goods 
manufacturers have told this subcommittee that imports have taken as much 
as 50 percent or more of the United States market in certain fabric categories. 

The fact is that 57 percent of the 7 million-yard “quota” described by Mr. Stitt 
is comprised of “fancies” and still finer goods. The Japanese have indicated 
that 80 percent or more of their exports to the United States are worsteds rather 
than woolens. The worsted section of the United States industry has been even 
more depressed than the woolen section. Thus the Japanese are striking directly 
at the mills in the poorest position to meet this devastating low-wage 
competition. 

For purposes of comparison let us use Mr. Stitt’s 7-million-yard “quota” figure, 
bearing in mind that 2 million yards of it are merely his estimate for the “open- 
end” portion. These 7 million linear yards, 56-inch width, equal 10,889,000 
square yards. Comparison of this “quota” with soaring United States imports 
from Japan in recent years is both startling and alarming: 

Square yards 


TE bet 219, 000 
a Sig iis Bc ch he dial nde giead abana gavetdes fe 827, 000 
TN Pa ais ah a lahat 2, 880, 000 
a ia ih Rd ee AA ada at a icainch ngreadinais iteielich 6, 066, 000 
a a aa a as heal tReet ite bi 7, 883, 000 
cL aes SNE tke eatin Rc ae cdg ee getbinie beapoited 10, 401, 000 
SN, PCN le eo iceman nad nniendideus de 10, 889, 000 


In the vernacular, “This is a quota?” If so, we shall have to find a new defini- 
tion for the word. The 12-month “quota” exceeds imports from Japan in any 
prior full calendar year and is not likely to differ materially from total United 
States imports from Japan in all of 1958 though arrivals in the first 7 months 
were greater than in any previous calendar year. 
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Mr. Stitt says the “quota” was set up “to promote orderly marketing and price 
stability and to protect the reputation of Japanese woolen and worsted fabrics 
here. Nevertheless, it is evident that the orderly control of Japanese imports 
into this market will be beneficial to American manufacturers.” Since the 
“quota” is above the peak rate of Japanese imports here it is difficult to see how 
American mills will benefit. 

Mr. Stitt also says the “quota” shows “the desire of Japan to compete fairly 
for a restrained growth in the American market.” A “quota” set at, or above, 
record import levels does not mean “restrained growth.” 

Mr. Stitt says the “quota” was not the “result of pressures from either the 
American woolen industry or other exporting suppliers to the United States.” In 
our statement of November 12, 1958, we noted press reports that the “quota” was 
a result of pressure from Great Britain, which is concerned because “rapidly 
rising shipments of Japanese wool cloth in the United States have hurt Britain’s 
cloth sales here” and that “Japan, by imposing a quota * * * hopes to use that 
as an argument for persuading Britain to give her most-favored-nation treat- 
ment” under GATT. 

This was denied by counsel for British interests here and, as noted above, by 
Mr. Stitt. In view of their denials it is interesting to read a Reuters despatch 
from Tokyo in the October 10, 1958, issue of the New York Times. Reuters 
quoted the Japanese Ministry of Trade on the “quota” and said in part: 

“The ministry said the decision had been taken not only to avoid alarming 
British and Italian competitors by a rapid increase of Japanese woolen fabric 
exports to the United States, but also to put a stop to ‘excessive competition 
among Japanese exporters themselves,’ which had caused the export prices to 
decline sharply.” [Emphasis ours.] 

In short, the primary consideration was to avoid alarming the British and 
Italians. To say the least, this supports the reports cited in our November 12 
statement. 

This brings us to a curious aspect in the development of the “quota.” The 
American industry first learned Japan was considering a “quota” in a Tokyo 
dispatch in Daily News Record of August 25. This and later dispatches clearly 
indicated the “quota’’ would be in terms of square yards, the usual statistical 
measure of cloth imports and exports in this apd other countries. Thus, until 
Mr. Stitt’s appearance before the subcommittee, the industry here believed the 
“quota” was in square yards. 

Therefore, were surprised to learn from Mr. Stitt that the “quota” is in linear 
yards. Though he did not mention width, Daily News Record on November 
20 reported from Tokyo that the Japanese Ministry of International Trade and 
Industry “clarified” that the quota is in linear yards. “Originally MITI had 
indicated the quota was to be on a square yard basis, when the Government first 
confirmed to Fairchild News Service on August 25 that a voluntary quota was 
being considered. The linear yard basis, according to MITI now, is to be of 
56 inches,” the dispatch said. 

From the American viewpoint there is considerable significance in the switch 
from square to 56-inch linear yards. In short, Japan’s “quota” is much larger 
than the United States industry had been led to believe by press reports from 
Tokyo. Perhaps Japan was under no obligation to clear away this confusion 
since her action was unilateral but she could have done so at any time. It is 
interesting to note that the Reuters dispatch in the October 10 issue of The New 
York Times also quoted MITT as saying Japanese exports would be held down to 
“5 million square yards.” 

Bearing in mind the reports stating the quota in square yards when actually 
it is in 56-inch linear yards, the following conversions are illuminating : 

5,000,000 linear yards (“basic quota”) equal 7,778,000 square yards. 
7,000,000 linear yards (total Stitt “quota’”) equal 10,889,000 square yards. 

As it happens, if the “quota” were 5 million square yards it would have been 
approximately equal to the average of United States imports from Japan in 
1955, 1956, and 1957. The average is 5,600,000 square yards. On this basis the 
“quota” might have had some semblance of meaning. Instead, however, the 
total “quota,” estimated by Mr. Stitt at 7 million linear yards (10,889,000 square 
yards), is nearly double average United States imports of Japanese wool cloth 
in 1955-57. 

In any event, the “quota” and the confusion about it again prove the urgent 
need for the United States to control its own trade-tariff policy. At the very 
least our Government could have consulted with Japan on the wool cloth 
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“quota” as it did during development of Japan’s “voluntary” quota on cotton 
goods. As the situation is now, Japan can end or change the “quota” any time 
she chooses without any obligation to consult the United States. 

As we told the subcommittee earlier, suggestions had been made that the 
United States approach Japan to learn whether she might consider a quota on 
cloth, yarns, and other wool items, but as late as December 4 no formal ap- 
proach had been made as far as we know. Japan is the largest supplier of im- 
ported wool yarns here, mostly fine count worsted yarns. 

We have warned many times that positive action by our Government is 
urgently needed to insure fair competition between American and foreign mills 
in the American market. We have warned that without such action there was 
little doubt that the trend to liquidation would continue in the United States 
wool textile industry, further reducing our defense potential. There is no com- 
fort in reporting that our predictions are coming to pass. 

On December 5, it was announced that Elmvale Worsted Co., worsted spinner, 
and Elmvale Dye Works would end their operation in Pittsfield, Mass. Carey 
T. Kinney, treasurer, in a public statement, said in part: 

“Many factors were weighed before reaching this decision. The companies 
for the past few years have operated at a loss in the vain hope that conditions 
adverse to the industry might be partially, if not fully, rectified. The direct 
reverse is true. * * * The tertile industry not only has to compete within itself 
nationally but must also compete with foreign imports. To enable it to sur- 
vive * * * it must seek a workable environment. The local, State, and regional 
business climate under which we must operate here does not lend itself toward 
this end.” [Emphasis ours. ] 

In Daily News Record of December 8, a dispatch from Clinton, Mass., said in 
part: 

“The Bell Co., long a producer of worsteds, has discontinued weaving opera- 
tions and embarked on a program to become a commission sales agent * * *. 

“The consolidated statement for the year ended August 31 showed a net loss 
of $1,127,274, compared to a net loss of $284,049 in fiscal 1957. 

“James J. Axelrod, president, in a statement accompanying the financial re- 
port, said that the pressure on profit margins and the competition from low-cost 
southern mills and heavy imports of lower priced competitive goods ‘placed our 
company in a completely untenable position and the heavy losses have fully 
oe an end to the operation * * * as formerly constituted.’ [Emphasis 
ours. 

“He reported that efforts to diversify into other facets of the textile industry 
and through purchase or founding of businesses in other industries had been 
unsuccessful.” 

The subcommittee should note that both Elmvale and Bell were worsted mills, 
one in yarns, the other in cloth, and that imports from Japan are largely worsted. 
Moreover, both these companies played important roles in supplying the military 
in past wars and emergencies. 

Further comment appears unnecessary ; the facts cited on Japan’s wool cloth 
“quota” and the additional mill closings, to which imports contributed, clearly 
show the urgent need for adequate tariff protection for the U.S. wool textile 
industry. 


x 





